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Chairman’s Statement
FEHRSE
To Our Shareholders

We are pleased to present our 2007 annual report herein.

Despite the worldwide fallout from the sub-prime crisis as well as the highly
volatile equity markets towards the last quarter of 2007, the level of interest
in investments into China has still not abated. In response to increasing
discontented sentiment in the country, the Central Government added further
cooling measures which made market entry for newcomers bringing overseas
funds into China for investment and speculation on the renminbi all that more
difficult if not impossible. Fortunately for us, we have been a player since the
early 90’s and have therefore established corporate entities in China which can
continue to invest in new projects and ventures through existing channels.

In light of the continued remarkable economic growth of China in 2007, and
in particular in the prosperous Eastern China region of Shanghai and Jiangsu
province, New Heritage has continued to engage in developing and completing
its residential projects and adding further to its land bank in the Suzhou
metropolitan area. The skill needed was to identify market opportunities which
were comparatively less well attended by other developers keen to capitalise on
the rising interest in established second-tier cities such as Suzhou.

The Group incorporates total living solutions into the design philosophy of its
projects, upgrading our product quality and customer service where it counts.
This development strategy has been the cornerstone for the marketability of our
Group’s products and has enabled us to achieve complete sellout of Phase One
of our Wuzhong Garden Court project during the period under review.

Planning of the low-density residential project in the historical Guangfu Town
of Wuzhong District, Suzhou has begun in earnestness and will focus on semi-
detached townhouses, with a total gross floor area exceeding 92,000 sqg.m.
upon completion, of modern Chinese style exteriors to match the surrounding
environment and spectacular scenery.

In early April 2007, the Group signed a sale & purchase agreement with
strategic partner Asia Financial Holdings Limited (“AFH”, Hong Kong Stock
Exchange Code 662). AFH was interested to acquire a stake in one of our
subsidiaries for a consideration of HK$45.0 million plus provision of an interest-
free shareholder’s loan of HK$12.0 million. The deal had the unanimous
support of shareholders of the Group at the relevant Extraordinary General
Meeting held on 1 June 2007. The disposal of a 9.615% interest held by the
Group in New Heritage Development Limited to Onsite Investment Limited, an
indirect non-wholly owned subsidiary of AFH, brought to the Group a gain of
approximately HK$23.3 million after the deduction of related expenses. The
transaction also resulted in firmer ties between the Group and AFH.

We have been in discussions with AFH and have made progress regarding
diversifying investments geographically. In June 2007, the Group subscribed
to a US$5.5 million convertible note in Key Apex Limited (“Key Apex”), which
gave us the opportunity to participate in 10% indirect interest in a project in the
thriving Jia Ding District in Shanghai, where the Shanghai International Circuit,
venue of the first Formula One Grand Prix held in China, is located. Jiading
is also the focus city of an eleven year Sino-German project on Mega Region
Transport Systems for Shanghai which began in 2005. The ultimate controlling
shareholder of Key Apex is an associate of AFH and other shareholders include
AFH. The Group will be one of the shareholders of Key Apex upon conversion
of the convertible note.
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In July 2007, the Group added to its land bank another approximately
58,400 sqg.m. in gross floor area of prime land in the Wuzhong Development
Area. The land is designated for commercial/office use.

Then, in October 2007, the Group completed a HK$235.0 million fundraising
exercise through issuing 307,708,550 rights shares at HK$0.52 per share
and HK$75 million of 5% convertible notes. The rights shares were issued
on the basis of three rights shares for every eight existing shares held on
7 September 2007. The convertible notes were subscribed by AFH and its
wholly owned subsidiary Asia Insurance Company, Limited.

As when we first identified our initial project site in Wuzhong District, we have
taken similar steps of pre-acquisition research and analyses in order to acquire
another promising piece of land in Shengze Town, Wujiang in a land auction in
November 2007.

Results & Dividends

For the year ended 31 December 2007, New Heritage's revenue and profit
attributable to the equity holders of the Group were approximately HK$184.6
million and HK$36.1 million respectively. Earnings per share was 4.2 HK cents.

The Directors have recommended payment of a final dividend of 1 HK cent per
ordinary share in cash for the year ended 31 December 2007 to shareholders
whose names appear on the register of members of the Company on 9
May 2008. Subject to shareholders’ approval at the forthcoming annual
general meeting of the Company, the dividend warrants will be dispatched to
shareholders on or around 26 May 2008.

Outlook

With the effective completion and delivery of Phase One of Wuzhong Garden
Court at the end of 2007, the success of a new project in a new neighbourhood
has underlined our Group’s well-earned reputation as a respected and branded
residential developer in Suzhou’s medium- to high-end residential market. The
appealing lifestyle concept realised by the buyers of such property in another
emerging Central Business District (“CBD”) in Wuzhong District has reaffirmed
the dynamic growth of Suzhou’s urban homeowners’ purchasing power and
consumer exposure.

The visionary move on the part of our Board and business development
team into Wuzhong District and beyond has produced most encouraging
indicators for our next stage of land acquisition and development. However,
our excitement is still tempered somewhat by the dampening measures
being implemented by the authorities to deal with rampant speculation and
developers who have no serious intention of bringing good products to market
in a timely manner.

We have great confidence in our business, riding on our proven approach in
identifying promising sites and pursuing related acquisitions, our healthy profit
margins and ability to deliver outstanding products in untapped districts in
Greater Suzhou.

Chairman’s Statement
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Chairman’s Statement

ERRE

| wish to express my deepest thanks to our strategic partners Spinnaker Capital AN RE It B SR B B £ Spinnaker Capital Group M 21 & &4
Group and AFH for their support, in forms of participation at the Company level SERBABEANTNEGEREERENZE NHEB MED
as well as direct investment in our projects, giving us added resources and S NOYHE - REEINAEBNERMEL - HENER

spirit to take our business forward. ZZEA L

Last but not least, my sincere gratitude to my fellow Board members and 5% RANEHBHARBNAESE @ WiRBHIER
hardworking staff who all shoulder the heavy responsibilities we have for the BRARIKENESREME HTEHNET -
challenges and prospects which lie ahead of us.

TAOCHAIFU Choofuang (C.F. Tao) EY-4
Chairman BEH
Hong Kong, 20 March 2008 /B ZTTEN\F=A=+H
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Management Discussion & Analysis

Review of Operation

The Group actively engages in property development and property investment
businesses in the cities of Suzhou, Shanghai and Beijing, and other cities in
Jiangsu Province, the PRC. It is dedicated to providing customers properties of
the best value and the highest quality.

“New Heritage” is a highly reputable property developer in the Suzhou real estate
market today thanks to the Group’s consistent quality in service and product
delivery. The Group will continue such efforts to reinforce its brand in the minds
of its customers.

Property Development

The Group enjoys an excellent reputation as a developer of superlative
residential properties in Suzhou and Jiangsu Province.

Taking advantage of the positive market sentiment during the year under
review, the Group released units in Phase One of Wuzhong Garden Court into
the market. Handsome profit margins from the sale of these units enabled the
Group to maximise profits. All 201 residential units in Phase One of Wuzhong
Garden Court were completely taken up by the market during the year under
review. This exemplified the Group’s premium pricing strategy and prudent cost
control efforts, factors which contribute to the strong returns from its projects.

Status of Major Projects
1. Wuzhong District Projects in Suzhou

Wuzhong Garden Court
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Phase One units of Wuzhong Garden Court were enthusiastically received by the market
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The project includes residential and commercial properties of gross floor
area of 45,500 sg.m. and 16,500 sq.m. respectively. The residential
portion consists of nine blocks of apartments of six- to eleven-storeys
high, a clubhouse and a basement car park. The commercial portion
will be tenanted by restaurants and retail shops as well as leased out as
offices or operated as serviced apartments.

Construction work of the Phase One residential portion of the project
commenced in November 2006 with six apartment blocks completed
in late 2007 and the rest of the residential premises scheduled for
completion in 2008. The Group had handed over sold units of the Phase
One development of gross floor area totaling more than 26,000 sg.m. in
the six apartment blocks to buyers in 2007.

The Group enjoys an excellent reputation as a developer of
Superlative residential properties
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Management Discussion & Analysis
EEEN WD

Anticipating a favourable price trend, particularly in the Wuzhong
residential market, we intend to sell and deliver the remaining units of
18,600 sg.m. in Wuzhong Garden Court in 2008.

Regarding the commercial portion, detailed design will be completed
shortly for construction work to begin in the 3rd quarter of 2008.

Taihu Garden Court
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Modern Chinese style low-density semi-detached townhouses — an idyllic setting in
historical Guangfu Town in Suzhou
TERFNELIER B ABRKTE T (U BB B F B (L EFE

Located in the historical Guangfu Town of Wuzhong District on a site
of approximately 131,445 sqg.m., the project will be one of our prime
focuses in the coming one to two years. It comprises low-density semi-
detached townhouses of modern Chinese style in perfect match with the
natural environment and spectacular scenery of its surroundings.

Designated for residential use, the site will comprise around 400
townhouses of total gross floor area of around 92,000 sg.m.

The design of the project had been completed and construction work will
commence in second quarter of 2008.

Proposed Office Development

A high-rise office tower with retail arcade in Wuzhong’s up and coming Central Business
District
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Semi-detached townhouses nestled amongst a natural environment
aﬂd spectacular scenery
B FEEGEENA G AR =E

FZHEBMARRRRELIEARREER - HIREEL
131,445 75K - A AEBAKR —ZT \REN
MENERIAR 2 — - EEEE 2 EBEELBIAE

ERBRARAPAR  BERENEANMELRE

TERA -

ZIA B EMEEERE - REN400RFBIAEE
B A2 EAE4992,000F 75 K o

ZHEBMRADERE  EEIRBER_ZTN\FE
“FRRM -

WRERREIER

Splendid views offered to future occupants of the high-rise office
fower
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Management Discussion & Analysis

Also located in Wuzhong District, this project is on a site of approximately
14,600 sg.m. The plot ratio allows for the design of a high-rise office
tower with a retail arcade making up a gross floor area of around
58,400 sq.m. Construction of the project is expected to commence in
late 2008.

2. Wujiang City Project in Suzhou

[ = ol e

Future residential site in Shengze Town, Wujiang City, a key silk and textile production
centre in China
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The Group acquired another piece of land in Shengze Town, Wujiang,
Suzhou, Jiangsu Province in November 2007. It is on the east side of
the Long Zhong Lake in Shengze Town which is a key silk and textile
production centre in China.

The site with an area of around 86,236 sq.m. will be used for residential
development with the finished properties having a total gross floor area of
up to 155,225 sg.m., of which 2% will be complementary commercial/
retail facilities.

Construction of the project is expected to commence in 2009.

Property Investment
SGV Plaza

The Group’s property investment SGV Plaza is a two-storey retail arcade with
gross floor area of 11,023 sq.m. situated at the centre of The CBD of Suzhou
New District. SGV Plaza performed exceptionally well during the year thanks to
the dynamic economy, strong consumer confidence and the project’s premium
market position. SGV Plaza underwent a well-timed renovation and upgrade,
resulting in attracting an impressive tenant mix, which allowed the project to
bring strong rental income at full occupancy. The consistently strong demand
for retail space had kept occupancy rates stable for the property during the
period under review.
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Management Discussion & Analysis
EEEN WD

Garden Court Plaza

Garden Court Plaza is a three-storey commercial centre with a total gross floor
area of approximately 4,440 sqg.m. in the vicinity of Suzhou Garden Court. In
January 2008, occupancy was at 100%.

Suzhou Garden Villa Apartments

To ensure that its residential property portfolio generated maximum returns,
the Group continued carefully to monitor market changes, allowing it to meet
the ever-changing needs of its tenants and undertake timely adjustment of
its leasing strategies. The Group also carried out regular refurbishment and
improvement works to retain the appeal of its rental properties and maintain
their long-term value.

In January 2008, the Group held a total of 102 apartments in Phases 1, 2 and 3
of Suzhou Garden Villa, and these units are expected to generate a total annual
revenue of around RMB8 million.

Suzhou Garden Villa apartments are the favoured choice among tenants
within Suzhou because of their good quality interior decoration and furnishings
as well as a central heating system which provides greater comfort in the
winter months. The occupancy rates have reached almost 80% in February
2008, reflecting the demand in the rental market for such features. Planned
refurbishment works were carried out for vacated apartments at the end of their
lease terms, in order to upgrade and maximise future leasing revenues.

Investment in an associate (Beijing Landmark Towers Co., Ltd.)

A perfect venue for seminars and banquets in Beijing Landmark Towers’ multi-function
conference hall
WERZFAREAZ %

During the year, Beijing Landmark Towers Co., Ltd. (“BLTCL"), an associate
of the Group, contributed a profit of approximately HK$21.4 million. BLTCL's
operational profit comprises rental and operational returns derived from its two
office towers, a 4-star hotel, a fully-equipped service apartment block, retail
arcade and conference facilities.

During the year, the Group received approximately HK$18.8 million in cash
dividend from BLTCL. The Group sees this as a consistent and stable income
source.

The 18% growth in revenue of BLTCL in 2007 as compared with the previous
financial year was partly due to more seminars and banquets being held after
it completed renovation of a multi-function conference hall in its retail podium
and increased food and beverage income.
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Management Discussion & Analysis

The Group expects BLTCL to continue to deliver strong income given it has
been appointed as an official agent to accommodate tourists from all over the
world drawn to Beijing in the advent of the Beijing Olympic Games. BLTCL is
confident to report even higher occupancy and rental rates for both its office
towers and hotel.

Other Investments
Shanghai Jia Ding Project

The Directors expect the Convertible Note to be converted in the second quarter
of 2008 and accordingly, the Group will have 10% equity interest in this project.
The project includes residential properties of gross floor area of approximately
200,000 sg.m. and commercial and residential properties of gross floor area of
approximately 50,000 sq.m. Construction is expected to commence in July of
2008.

Nanjing Project

The Group has a 21.6% indirect interest in this project through 36% interest in
an associated company namely China Malls Limited, which holds 60% equity
interest in a joint venture company. The purpose of the joint venture company
is to apply for Master Developer status for an “old commercial street” district
in Nanjing’s city centre. Due to unexpectedly increasing austerity measures
within the property sector, the project encountered more risks and China Malls
Limited had prudently assessed the feasibility as well as risks and benefits of
the project.

In view of the fact that conditions have changed for the Nanjing project after
the Group became involved, other shareholders of China Malls Limited have
decided to direct their respective resources previously identified for this joint
venture onto other projects. The Group will consider doing the same, and this
decision should not cause any material impact on the Group’s business.

Major Corporate Events

In the first half of 2007, at a total consideration of approximately
HK$84.7 million, Spinnaker Capital Group became a 39.2% equity partner of
the Group’s development project in Guangfu Town of Wuzhong District, Suzhou,
the PRC.

On 11 April 2007, the Group entered into a sale and purchase agreement
with a non-wholly owned subsidiary of AFH in relation to the disposal of 15
shares, or 9.615% equity interest in New Heritage Development Limited, at the
share consideration of HK$45 million and the advancement of an interest-free
shareholder’s loan of HK$12 million.

On 28 May 2007, the Group entered into a convertible note subscription
agreement. The convertible note in the principal amount of US$5.5 million
gave the Group access to a 10% equity interest (upon conversion) in a property
development project in Jia Ding District of Shanghai. The principal amount
of the convertible note will be mandatorily and automatically converted into
shares of the project company upon obtaining the land title document, or else
principal repayment will be made on the first anniversary of the issue date of
the convertible note. The project has a site area and developable gross floor
area of approximately 130,982 sg.m. and 250,000 sg.m. respectively.
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Management Discussion & Analysis
EEEN WD

In the second half of 2007, the Company raised gross proceeds of
approximately HK$235 million by way of a rights issue, wherein 307,708,550
new shares were issued at a subscription price of HK$0.52 per share,
and issuance of convertible notes in an aggregate principal amount of
HK$75 million. The Company will issue 68,181,818 new shares upon exercise
of the conversion rights to the convertible notes at the price of HK$1.10 per
new share.

Net assets of the Group was increased to HK$847.2 million or by 80.6% as at
31 December 2007 as compared with end of 2006.

Financial Review
Overall Performance

In 2007, the Group’s total gross floor area of development properties sold and
delivered stood at 27,604 sq.m. Gross profit margin was 31% this year as
compared to 42% last year. Even though the austerity measures implemented
by the Central Government have exerted an impact on the market, our prudent
cost management and good risk management allowed the Group to continue to
maintain its reasonable profit margin well above 30%. The Group established
and maintained a sound financial structure and healthy cash flow. Basic
earnings per share was 4.2 HK cents.

Operating Results

During 2007, turnover of the Group was approximately HK$184.6 million
(2006: HK$208.0 million), it mainly consists of 201 apartments in Wuzhong
Garden Court and 6 apartments in Suzhou Garden Towers which generated
revenues of approximately HK$165.1 million and HK$8.9 million respectively.

There was a slight decrease in turnover as the 2007 turnover only represented
Phase One of Wuzhong Garden Court and some of the remaining units of
Suzhou Garden Towers.

Due to prevailing positive market conditions and effective cost control measures,
the Group still managed to achieve a gross profit margin of 31% (2006: 42%).

In 2007, the profit attributable to the equity holders of the Company was
approximately HK$36.1 million (2006: HK$73.3 million).

Liquidity, Financial Resources and Gearing

Since there is on going competition of property development in China, we have
to further strengthen our financial resources to cope with future expansion.
Apart from fundraising exercises such as rights issue and issuance of
convertible notes, additional banking facilities were obtained during 2007 and
our intention is to continue to obtain more facilities for our future projects. As a
result, the gearing ratio will be increased but still within the safety level of below
50%.

Cash and cash equivalents as at 31 December 2007 amounted to
approximately HK$175.7 million (2006: HK$132.1 million).

The Group had total borrowings of approximately HK$299.3 million as at
31 December 2007 (2006: HK$45.3 million). The borrowings to be repayable
within one year were approximately HK$113.7 million (2006: HK$25.3 million),
and the Group'’s gearing ratio as at 31 December 2007 was 28.5% (2006:
9.8%), which was calculated based on interest bearing borrowings to total
shareholders’ funds.
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Management Discussion & Analysis

As at 31 December 2007, the Group had current assets of approximately
HK$849.9 million (2006: HK$269.5 million) and current liabilities of
approximately HK$194.8 million (2006: HK$86.2 million). The Group had total
assets of approximately HK$1,329.6 million and total liabilities of approximately
HK$482.5 million, representing a debt ratio (total liabilities over total assets) of
36.3% as at 31 December 2007 (2006: 22.1%).

Management is confident that when opportunities of land bank acquisition arise
in future and require additional funding, the Group will be able to utilise its
internal reserves and debt financing to satisfy necessary funding requirements.
In view of the current gearing level, management also believes that the Group is
in a good position to obtain debt financing on favourable terms.

Charge on Assets

As at 31 December 2007, bank loans of approximately HK$145.6 million
were secured by the Group’s bank deposits, investment properties and
leasehold interests in land included in properties held under development
of approximately HK$54.6 million, HK$129.5 million and HK$42.5 million
respectively.

Exposure to Fluctuations in Exchange Rates and related Hedges

The Group’s monetary assets, loans and transactions are principally
denominated in Hong Kong dollars, US dollars and Renminbi. During the year,
there was no significant fluctuation in the exchange rates of the Hong Kong
dollars and US dollars. The appreciation in the currency value of the Renminbi
contributed positively to the Group’s bottom line. The Group did not engage
in any derivative activities and did not commit to any financial instruments to
hedge its balance sheet exposure in 2007.

Contingent Liabilities

As at 31 December 2007, the Group had no material contingent liabilities.

Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly
related to the underlying business of the Group.

Employees

As at 31 December 2007, the Group had a staff roster of 112, of which
85 employees were based in the China mainland and 27 employees in
Hong Kong. The remuneration of employees was in line with market trends and
commensurate to the levels of pay in the industry. Remuneration of the Group’s
employees includes basic salaries, bonuses and share options. Total staff costs
incurred in 2007 was approximately HK$36.4 million.
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Biographical Details of Directors and Senior Management
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Executive Directors

Mr. TAOCHAIFU Choofuang (also known as C.F. TAO), 85, is an Executive
Director, Chairman of the Company and a founder of the Group. He is
responsible for determining the overall business strategies of the Group. He
graduated from Nanjing University @ R A2 with a Bachelor of Science
degree in mechanical engineering. Mr. Taochaifu had played a significant role
in property investment and property development activities in the PRC since
1978. One of the most important PRC projects that Mr. Taochaifu participated
in was the development of Nanjing Jinling Hotel (Fa & [&8RkJE) in Nanjing,
one of the earliest 5-star hotels built in the PRC following the “opening up”
of the PRC to the outside world in 1978. He was appointed as a director of
New Heritage Investments Limited (“NH Investments”) in 1984. He was
involved in establishing and supervising 1t =% 5 K E AR A 7 (Beijing
Landmark Towers Co., Ltd.) (“BLTCL"), the joint venture with Beijing Tourism
Administration to develop the Beijing Landmark Towers complex. Mr. Taochaifu
is the deputy chairman and an executive director of BLTCL. He was appointed
as a director of New Heritage Development Limited (“NH Development”) in
1991. From 1991 onwards, he was responsible for forming %/ 858 26 2 5%
EREEAM QA (Suzhou Garden Villa Development and Management Co.,
Ltd.) (“SGVDM") and supervising the overall development of Suzhou Garden
Villa and Suzhou Garden Court. He is also the chairman of SGVDM. Mr.
Taochaifu was accredited as an Honorary Citizen by the municipal government
of Suzhou in 1995. He was also a former independent non-executive director
of Jiangsu Expressway Company Limited, a company listed on the Main Board.
Mr. Taochaifu is the Honorary President of Hong Kong Federation of Overseas
Chinese Associations Limited. He was granted the “World Outstanding Chinese”
award in 2008. He was also awarded an Honorary Doctor Degree from The
University of West Alabama in 2008. Mr. Taochaifu was appointed as an
executive director of the Company on 23 December 2004 and is the father of
Mr. TAO Richard and Mr. TAO Paul.

Mr. TAO Richard, 46, is an Executive Director and Vice Chairman of the
Company. He is responsible for the strategic planning and corporate
development of the Group. Mr. Tao has a Bachelor of Science (First Class
Honours) from the University of Newcastle Upon Tyne, and two Masters
Degrees from the Massachusetts Institute of Technology. He was appointed as
a director of NH Development, NH Investments and SGVDM in 2000, 2001 and
2004 respectively. He was appointed as an executive director of the Company
on 23 December 2004. In 28 November 2006, he was appointed as a non-
executive director to Japan Opportunities Fund Il Limited, a closed-end Japan
property fund listed on the Channel Islands Stock Exchange (CISX Code: JOB).
He is a son of Mr. TAOCHAIFU Choofuang and the brother of Mr. TAO Paul.

Mr. TAO Paul (also known as TAOCHAIFU Porn), 40, is the Managing Director
of the Company. He graduated from the University of Cambridge, England
with a Master of Arts degree. He also holds a Master of Science degree in
Real Estate from the University of Greenwich, England and participated in the
Program for Management Development at the Graduate School of Business
Administration, Harvard University, USA. Mr. Tao has been actively involved
in property development and investment in the PRC for over 10 years since
joining the Group. Mr. Tao was initially responsible for the sales and marketing
activities for the projects in Suzhou, and latterly in general management. He is
a member of The 12th Committee of Suzhou City, Jiangsu Province Chinese
People’s Political Consultative Conference B A RBUAT I ® T84 &M
ME+-_EZE®ZE. Mr. Tao is also a qualified solicitor in Hong Kong. He
was appointed as a director of NH Development, SGVDM and NH Investments
in 1997, 1999 and 2001 respectively. Mr. Tao was also appointed as a director
of BLTCL in 2006. He was appointed as an executive director of the Company
on 23 December 2004. He is a son of Mr. TAOCHAIFU Choofuang and the
brother of Mr. TAO Richard.
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Biographical Details of Directors and Senior Management

Mr. KONG Mui Sum Lawrence, 59, is an Executive Director of the Company. He
graduated in 1970 from the University of Hong Kong with a Bachelor of Social
Sciences degree with honours majoring in Economics and Accounting. He is
a fellow of the Institute of Chartered Shipbrokers, being qualified in 1977. He
joined Ocean Shipping & Enterprises Limited in 1970 and has over 20 years of
senior management experience. He joined the Group’s associated companies
in November 1999 and has been actively involved in the business planning
and development of the Group’s business in PRC, including but not limited
to contract negotiations with third party professionals and contractors as well
as project management. He was appointed as an executive director of the
Company on 23 December 2004.

Mr. YIM Chun Leung, 46, is an Executive Director of the Company. Mr. Yim is a
fellow member of The Chartered Association of Certified Accountants, a certified
public accountant of the Hong Kong Institute of Certified Public Accountants
and a member of the Institute of Chartered Accountants in England and Wales.
Mr. Yim has more than 23 years’ experience in auditing, accounting and
finance fields. Since 1994, Mr. Yim had worked for several listed companies as
director or engaged in senior management position, including Tysan Holdings
Limited and Sinolink Worldwide Holdings Limited as finance director and chief
financial officer respectively. Mr. Yim was appointed as an executive director of
the Company on 23 December 2004 and is responsible for corporate finance
matters of the Group.

Non-Executive Director

Mr. CHAN Bernard Charnwut, 43, is a Non-Executive Director of the Company.
Mr. Chan is a Deputy to the Chinese National People’s Congress, a non-official
member of the Executive Council and a member of the Legislative Council of
Hong Kong. Mr. Chan is a graduate of Pomona College in California, USA. He
holds the positions of President of Asia Financial Holdings Ltd., a company
listed on the Main Board, and Asia Insurance Company, Limited. Mr. Chan
serves as the Deputy Chairman of the Lingnan University. He is also a member
of the Insurance Advisory Committee, the Antiquities Advisory Board and the
Greater Pearl River Delta Business Council. In addition, Mr. Chan also serves as
the Advisor of Bangkok Bank Public Company Limited, Hong Kong Branch, the
Chairman of the Hong Kong-Thailand Business Council and the Chairperson of
The Hong Kong Council of Social Service. He was appointed as a non-executive
director of the Company on 14 November 2005.

Independent Non-Executive Directors

Mr. WONG Gary Ka Wai, 46, is an Independent Non-Executive Director of the
Company. Mr. Wong graduated from The University of British Columbia with
a Master Degree of Business Administration in Finance and Management
Information Systems, and a Degree of Bachelor of Applied Science in
Electrical Engineering. He is a member of the Association of Certified General
Accountants’ Association of Canada. Mr. Wong has been working for a number
of international financial institutions and has numerous experiences in the
banking industry. Currently, he is a manager in Standard Chartered Bank (Hong
Kong) Limited in Hong Kong. He has internal controls and financial reporting
experience. Mr. Wong was appointed as an independent non-executive director
of the Company on 14 November 2005.
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Biographical Details of Directors and Senior Management
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Mr. SUN Leland Li Hsun, 46, is an Independent Non-Executive Director of the
Company. Mr. Sun graduated from the University of California, Los Angeles
with a Master Degree of Business Administration in 1986. Mr. Sun is the Chief
Executive Officer and a founder of Pan Asian Mortgage Company Limited,
a mortgage securitization conduit. Mr. Sun has over 20 years of secondary
mortgage market experience in Asia and the United States, directly involved
in the structuring, trading and distribution of mortgage-backed securities
globally. In 1997, Mr. Sun was appointed by the Financial Secretary of the
Hong Kong SAR government as the first Chief Operating Officer of The Hong
Kong Mortgage Corporation and was entrusted with managing this 100%
government-owned company. Previously, Mr. Sun was an Executive Director in
the Fixed Income International Sales Department of GS (Asia) Securities Limited
and was employed by Goldman Sachs from July 1986 to October 1994. He was
also a Senior Managing Director of the Emerging Markets Fixed Income Sales
Department with Bear Stearns Asia Limited from October 1994 to February
1996. He was appointed as an independent non-executive director of the
Company on 14 November 2005.

Mr. CHAN Norman Enrique, 47, is an Independent Non-Executive Director of
the Company. He was an Adjunct Assistant Professor of the Chinese University
of Hong Kong from September 2001 to January 2002. He has experience in
architectural design. Currently, he is a director of BTR Workshop Limited, an
architectural and design company based in Hong Kong. He was appointed as
an independent non-executive director of the Company on 14 November 2005.
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The Directors have pleasure in presenting their report together with the audited
financial statements for the year ended 31 December 2007.

Principal Activities

The Group is principally engaged in property development and property
investment businesses in the PRC.

Results and Dividend
The results of the Group for the year ended 31 December 2007 and the state
of affairs of the Group and the Company at that date are set out in the financial

statements on pages 36 to 110.

The Directors have recommended the payment of a final dividend of 1 HK cent
per share for the year ended 31 December 2007.

Convertible Notes and Share Capital

Details of the movements in the Company’s convertible notes and share capital
during the year are set out in notes 26 and 27 to the financial statements
respectively.

Reserves

Details of the movements in the reserves of the Company and the Group

during the year are set out in note 29 to the financial statements and in the
consolidated statement of changes in equity, respectively.

Distributable reserves

At 31 December 2007, the Company’s reserves available for distribution,
amounted to approximately HK$22.6 million, of which approximately
HK$11.3 million has been proposed as a final dividend for the year.

Donations

During the year, the Group made charitable donations amounting to
HK$218,000.

Property, Plant and Equipment

Details of the movements in the property, plant and equipment of the Group are
set out in note 13 to the financial statements.

Principal Properties

Details of the principal properties for investment purposes and under
development are set out on pages 112 to 116.

Pre-Emptive Rights
There are no provisions for pre-emptive rights under the Company’s articles of

association or the laws of Cayman Islands, which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.
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EEEgRE
Group Financial Summary

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 111.

Purchase, Sale or Redemption of Securities

The Company has not redeemed any of its shares during the year. Other than
the issue of 414,746,467 shares (including 14,270,364 shares issued as scrip
dividend) by the Company during the year, neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s shares during the
year.

Directors
The directors of the Company during the year were as follows:

Executive Directors

Mr. TAOCHAIFU Choofuang (also known as C.F. TAO) (Chairman)
Mr. TAO Richard (Vice Chairman)

Mr. TAO Paul (also known as TAOCHAIFU Porn) (Managing Director)
Mr. KONG Mui Sum Lawrence

Mr. YIM Chun Leung

Non-Executive Director
Mr. CHAN Bernard Charnwut

Independent Non-Executive Directors
Mr. WONG Gary Ka Wai

Mr. SUN Leland Li Hsun

Mr. CHAN Norman Enrique

In accordance with the Company’s articles of association, Mr. CHAN Bernard Charnwut,
Mr. SUN Leland Li Hsun and Mr. CHAN Norman Enrique will retire by rotation
at the forthcoming annual general meeting and, being eligible, will offer
themselves for re-election.

The Company has received from each independent non-executive director an
annual confirmation of his independence pursuant to the Rules governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and the Company considers such Directors to be independent.

Biographical Details of Directors and Senior Management

Biographical details of Directors and senior management are set out on pages
14 to 16.

Directors’ Service Contracts

The former service contracts entered into by the Company and each executive
director were expired on 30 November 2007. On 7 September 2007, each of
the executive directors of the Company has entered into a service contract with
the Company for a term of two years commencing on 1 December 2007 and is
subject to termination by the executive director giving not less than 3 months’
written notice or by payment in lieu of such notice. The Company may
immediately terminate the service contract without any compensation to the
executive director under certain conditions, as set out in the service contracts.
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Directors’ Service Contracts (Cont'd)

The non-executive director and each of the independent non-executive directors
of the Company has entered into letters of appointment with the Company for a
term of three years commencing on 14 November 2005 and may be terminated
by either party by giving one month’s written notice.

Save as disclosed above, none of the directors of the Company proposed for
re-election at the forthcoming annual general meeting has a contract of service
with the Company or any of its subsidiaries not determinable by the employing
company within one year without payment of compensation (except for statutory
compensation).

Directors’ Interests in Contracts

Details of Directors’ interests in contracts of significance in relation to the
Group’s business are set out in the section headed “Connected Transaction
and Exempt Continuing Connected Transaction” in this report.

Directors’ and Chief Executives’ Interests in the Shares and
Underlying Shares of the Company

As at 31 December 2007, the Directors had the following interests in the shares
and underlying shares of the Company which were recorded in the register
required to be kept by the Company pursuant to section 352 of the Securities
and Futures Ordinance (the “SFO"), or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers of the Rules Governing the Listing of Securities of
the Stock Exchange (“Listing Rules”):
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Directors’ and Chief Executives’ Interests in the Shares and

EERFETBRAEREZRTNRE KE

Underlying Shares of the Company (Contd) BRGOTHREENERE)
(A) Interest in shares and underlying shares under equity derivatives of the A RELTBROHEZERRBATETIATHERBRSGZ
Company R
Number of Approximate
underlying Shares percentage of
(under equity the issued share
Long position/ Number of derivatives of Aggregate capital of
Name of Director Short position Capacity Shares held the Company) Interests the Company
HEER A
HE (RE EATE
FrE AEBRA BITREZ
EEHRE "E KA 514 ROHAE FTETAT) ERBRE BHAEDL
Mr. TAOCHAIFU Long Position Interests of 466,884,700 480,438,561 42.58
Choofuang e controlled (Note 1)
B e corporation (BfaE1)
R AE R
Long Position Personal 13,553,861
e interest (Note 2)
PN (H1522)
Mr. TAO Richard Long Position Personal 11,186,757 14,193,989 25,380,746 2.25
PRMTEE A interest (Note 2)
EAER (Hiz%2)
Mr. TAO Paul Long Position Personal 11,186,757 14,193,989 25,380,746 2.25
FREHE LA 5=y interest (Note 2)
B AR (K1:22)
Mr. KONG Mui Sum Long Position Personal 2,500,220 14,193,989 16,694,209 1.48
Lawrence S5y interest (Note 2)
LI E PN (H1522)
Mr. YIM Chun Leung Long Position Personal 1,232,605 14,193,989 15,426,594 1.37
BIRzD S A& e interest (Note 2)
EAER (Hiz%2)
Notes: e
1. Belbroughton Limited (“Belbroughton”) is the legal and beneficial owner 1. Belbroughton Limited ([ Belbroughton ] ) A466,884,700
of 466,884,700 shares. Belbroughton is wholly-owned by Seal United f& R A A E A A ° Belbroughton J3 £ Seal
Investments Limited (“Seal United”), the entire issued share capital of United Investments Limited ([ Seal United ] ) & &
which is owned by Mr. TAOCHAIFU Choofuang (“Mr. C.F. TAO”) and B  Seal United 2B TR AAEEHELE ([
his spouse, Mrs. TAO POON Lai Yew Nancy (“Mrs. Nancy TAQ") in HHELE ) REREEEEREL+([BEEKLL])
equal proportion. Accordingly, Seal United as well as Mr. C.F. TAO and RIBELLBIHAR » At Seal UnitediBRIFBE F 4
Mrs. Nancy TAO are deemed to be interested in 466,884,700 shares held K B BB HE i E 3 AR A Belbroughton FTis B 2 2%
by Belbroughton. 466,884,700/8 % 15 T A 124 ©
2. Share options were granted on 4 April 2006, 4 July 2007 and 2. BERETIDRN-_ZEZTNENANAE - — T +F+
18 October 2007 respectively. Details of share options granted to the ANB R -—ZZ+F+ A+ N\BEY - BFEAQARE
Directors of the Company are set out in part (B) of this section. B EREFBTENAEB)ET
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Directors’ and Chief Executives’ Interests in the Shares and
Underlying Shares of the Company (Cont'a)

(B)

Long position in underlying shares — share options

Under the share option scheme of the Company, share option may be
granted to certain participants including the Directors and employees
of the Company and its subsidiaries to subscribe for the shares of the
Company. Details of share options granted to the Directors are as follows:

Directors’ Report
EEERE
EERISTHRABRAAANRM R
BABR 5 th i R ()
(B) HERHGZIFE-BRE
BIEARRA) 2 BRE S BRIERRTETLEA

(BREBERARFAREMBATZES) AREAL
Az c RYEFZBEREFRNT

BRESE
Number of share options
Balance at Granted Exercised Balance at Subscription
1 January during during 31 December price
Name of Director Date of grant  Exercisable period 2007 the year the year 2007 per share
dd/mm/yyyy dd/mm/yyyy HK$
®
R® EBLF
ZETLE T=h
-A-AH RER RER =t+-H SRz
EEEB Rt A 1Y ZEBE Bt iy 2 REE
B/A/% B/B/% BT
Mr. TAOCHAIFU Choofuang ~ 4/4/2006 10/4/2006 - 9/4/2009 5,800,000 - - 6,188,225 0.806 Moteliiz)
[fig:p i
4/7/2007 4/7/2007 - 3/7/2010 - 3,600,000 - 3,765,636 0.635 oteliiiz)
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - 3,600,000 0.524
Mr. TAO Richard 4/4/2006 10/4/2006 - 9/4/2009 6,400,000 - - 6,828,353 0.806 oteliiz)
BRWEE
4/7/2007 4/7/2007 - 3/7/2010 - 3,600,000 - 3,765,636 0.635 oteliiiz)
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - 3,600,000 0.524
Mr. TAO Paul 4/4/2006 10/4/2006 - 9/4/2009 6,400,000 - - 6,828,353 0.806 oteliiz)
BHEEE
4/7/2007 4/7/2007 - 3/7/2010 - 3,600,000 - 3,765,636 0.635 oteliiz)
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - 3,600,000 0.524
Mr. KONG Mui Sum Lawrence  4/4/2006 10/4/2006 - 9/4/2009 6,400,000 - - 6,828,353 0.806 Mereiz)
PECES
4/7/2007 4/7/2007 - 3/7/2010 - 3,600,000 - 3,765,636 0.635 oteliiz)
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - 3,600,000 0.524
Mr. YIM Chun Leung 4/4/2006 10/4/2006 - 9/4/2009 6,400,000 - - 6,828,353 0.806 Mereiz)
Bkt
4/7/2007 4/7/2007 - 3/7/2010 - 3,600,000 - 3,765,636 0.635 oteliiiz)
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - 3,600,000 0.524

Note: Pursuant to the terms of the share option scheme, following the adjustment
events arising from the changes in the Company’s capital structure in 2007,
the respective exercise prices per share of the unexercised options and
the respective number of share options exercisable have been adjusted.
The auditors of the Company have certified the adjustments were fair and
reasonable. Details of the adjustments are set out in note 28 to the financial

statements.

Save as disclosed above, none of the Company’s Directors, chief
executives and their associates, had any interests or short positions in
the shares and underlying shares of the Company or any of its associated
corporations that was required to be recorded pursuant to section 352 of

the SFO at the date of this report.
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Substantial Shareholders’ Interests in Shares and
Underlying Shares of the Company

The register of substantial shareholders required to be kept under section 336
of Part XV of the SFO shows that as at 31 December 2007, the Company had
been notified of the following substantial shareholders’ interests, being 5% or
more of the Company’s issued share capital:

FERRRAQANRG RAEBRD %
RS

RIS RIS RV E XV 336 VA T 17 B A0 BE AT
R-EELEF-AS+—R AREZEBRE
CBA AT BATRAS% S ) B RAAATA M2 18
3 BT

Long position in shares R ZHR
Approximate
percentage of
the issued share
Long position/ Number of Aggregate capital of the
Name of Shareholder Short position Capacity Shares held Interests Company Notes
HAERAT
BRITRE
BRRAR BERE 5% FrisRBEA BRAE SR iir:4
Belbroughton Limited Long position Beneficial owner 466,884,700 466,884,700 41.38 1
e EmEAA
Seal United Investments Limited Long position Interests of controlled corporation 466,884,700 466,884,700 41.38 1
e XEEE R
Mrs. TAO POON Lai Yew Nancy Long position Interests of controlled corporation 466,884,700 480,438,561 42.58 1
fEBELt e XEEE R
Interest of spouse 13,553,861
feidas
Peeli Limited Long position Beneficial owner 206,993,578 206,993,578 18.35 2
e EmEAA
Mr. TAO Shing Pee Long position Interests of controlled corporation 206,993,578 206,993,578 18.35 2
FmiA%E e XEEE R
Ms. LIU Kwan Li Long position Interests of controlled corporation 206,993,578 206,993,578 18.35 2
£l 3o e XEEE R
Oriental Pearl International Inc. Long position Beneficial owner 58,268,871 58,268,871 5.16 3
e EmEAA
Mr. KINOSHITA James Hajime Long position Interests of controlled corporation 58,268,871 58,268,871 5.16 3
ATF—%4% e XEEE R
Mrs. KINOSHITA CHEUNG Long position Interests of controlled corporation 58,268,571 58,268,871 5.16 3
Yuen Shiu Lana TR SEEEER
ATRHELZ T
Spinnaker Capital Limited Long position Investment manager 66,300,000 66,300,000 5.88 4
e RELE
Spinnaker Asset Management Long position Investment manager 66,300,000 66,300,000 5.88 4
— SAM Limited 55-) RELE
Asia Financial Holdings Limited Long position Beneficial owner 45,454,545 68,181,818 6.04 5
DHERERE(ER)BERAR e EmBAEA
Interests of controlled corporation 22,727,273

R SEl fo

22 New Heritage Holdings Ltd. Annual Report 2007



Substantial Shareholders’ Interests in Shares and
Underlying Shares of the Company (Cont'd)

Long position in shares (Cont'd)

Notes:

1. Belbroughton is the legal and beneficial owner of 466,884,700 shares.
Belbroughton is wholly-owned by Seal United, the entire issued share capital
of which is owned by Mr. C.F. TAO and his spouse, Mrs. Nancy TAO in equal
proportion. Accordingly, Seal United as well as Mr. C.F. TAO and Mrs. Nancy TAO
are deemed to be interested in 466,884,700 shares held by Belbroughton.

2. Peeli Limited is the legal and beneficial owner of 206,993,578 shares, which
is owned by Mr. TAO Shing Pee and Ms. LIU Kwan Li in equal proportion.
Accordingly, Mr. TAO Shing Pee and Ms. LIU Kwan Li are deemed to be interested
in 206,993,578 shares. Mr. TAO Shing Pee is the brother of Mr. C.F. TAO.

3. Oriental Pearl International Inc. is the legal and beneficial owner of
58,268,871 shares, which is owned by Mr. KINOSHITA James Hajime and
Mrs. KINOSHITA CHEUNG Yuen Shiu Lana in equal proportion. Accordingly,
Mr. KINOSHITA James Hajime and Mrs. KINOSHITA CHEUNG Yuen Shiu
Lana, both being independent third parties, are deemed to be interested in
58,268,871 shares.

4. Spinnaker Capital Limited and Spinnaker Asset Management — SAM Limited are
investment managers and each of them is deemed to be interested in the shares
held by Spinnaker Global Emerging Markets Fund Limited, Spinnaker Global
Opportunity Fund Limited and Spinnaker Global Strategic Fund Limited, which
holds approximately 2.94%, 1.23% and 1.70% interests in the shares, respectively.

5. These 68,181,818 underlying shares represent the shares which may be issued
upon full conversion of 5% convertible notes in the aggregate principal amount of
HK$75 million with maturity date falling 60 months from 15 October 2007, the date
of issue of the convertible notes.

Share Options

Details of the Company’s share option scheme and the movements in the share
options are set out in note 28 to the financial statements.

Major Suppliers and Customers

The percentages of purchases and sales for the year attributable to the Group’s
major suppliers and customers are as follows:

Purchases

— the largest supplier 14%
— five largest suppliers combined 27%
Sales

— the largest customer 1%
— five largest customers combined 5%

None of the directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the Directors, own more than
5% of the Company’s issued share capital) had any beneficial interest in the
Group’s five largest customers.

Connected Transaction

During the year, the Group had entered into the following connected
transactions/continuing connected transaction, certain details of which were
disclosed in compliance with the requirements of the Listing Rules.
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Connected Transaction (Contd)

1.

Sale and Purchase Agreement

On 11 April 2007, New Heritage Corporation Limited (“NH Corporation”),
a wholly-owned subsidiary of the Company, entered into a sale and
purchase agreement with Onsite Investment Limited (“Onsite”) (controlled
by the associates of Mr. CHAN Bernard Charnwut, the non-executive
director of the Company). Pursuant to the sale and purchase agreement,
NH Corporation agreed to sell to Onsite 15 shares (representing
approximately 9.615% interest) in the capital of NH Development, a
then wholly owned subsidiary of the Company, at the consideration of
HK$45 million. This transaction was approved by the shareholders at the
extraordinary general meeting of the Company on 1 June 2007.

Convertible Note Subscription Agreement

On 28 May 2007, Healthy Castle Investments Limited (“Healthy Castle”),
a wholly owned subsidiary of the Company, entered into a convertible
note subscription agreement with Key Apex Limited (“Key Apex”) (a
subsidiary of a company which is deemed to be controlled by the
associates of Mr. CHAN Bernard Charnwut, the non-executive director
of the Company) whereby Healthy Castle agreed to subscribe and Key
Apex agreed to issue the US$5.5 million convertible note with maturity
date falling on the first anniversary of the date of issue of convertible note
(“Due Date”) at zero coupon. The principal amount of the convertible
note will be repaid in full on the Due Date if the conditions to convert
the convertible note cannot be fulfilled. Pursuant to the terms of
the convertible note, shares representing approximately 10% of the
enlarged issued share capital of Key Apex as at the date of conversion
will be issued by Key Apex to Healthy Castle at the conversion price of
US$1.00 per share (being the par value of each share in the capital of
Key Apex) on the date which falls three days after the date when the
99% owned subsidiary established in the PRC has obtained the land use
right certificate of a piece of land in Shanghai in the PRC. The balance
of the principal amount of convertible note after deduction of the total
conversion price will be treated as an interest-free shareholder’s loan
advanced by Healthy Castle to Key Apex. This transaction was approved
by the shareholders at the extraordinary general meeting of the Company
on 20 June 2007. The convertible note was issued on 18 July 2007.

HK$75 million 5% Convertible Notes Subscription Agreement

On 10 August 2007, the Company entered into a subscription agreement
with Asia Financial Holdings Limited (“AFHL”) and Asia Insurance
Company, Limited (“AICL") (AICL is a subsidiary of AFHL which is
controlled by the associates of Mr. CHAN Bernard Charnwut, the non-
executive director of the Company) whereby the Company agreed
to issue and AFHL and AICL agreed to subscribe the HK$50 million
and HK$25 million 5% convertible note (“Convertible Notes”) with
maturity date falling 60 months from the date of issue of the Convertible
Notes respectively. Pursuant to the term of the Convertible Notes, the
holder of the Convertible Notes can convert the Convertible Notes at
the conversion price of HK$1.10 per share. The principal amount
of HK$35 million (HK$25 million for AFHL and HK$10 million for
AICL) of the Convertible Notes shall be compulsorily converted at the
conversion price of HK$1.10 within seven business days if the closing
price per share is HK$1.10 or higher for ten consecutive trading days
during the period from the issue day of the Convertible Notes up to
five business days prior to the maturity date. This transaction was
approved by the shareholders at the extraordinary general meeting of the
Company on 10 October 2007. The Convertible Notes were issued on
15 October 2007.
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Connected Transaction (Contd)

4.

Tenancy Agreement and Licence Agreement

On 26 November 2007, New Heritage Management Limited (“NH
Management”), an indirect wholly-owned subsidiary of the Company,
as tenant entered into a tenancy agreement with Fontwell Holdings
Limited (“Fontwell”), (beneficially owned by Mr. C.F. TAO and his
family members) as landlord for the lease of Room 2301, 23rd Floor,
Fortis Bank Tower, Nos.77-79 Gloucester Road, Hong Kong and
Nos.117-119 Jaffe Road, Hong Kong at a monthly rental of HK$100,000
for the period from 1 February 2008 to 31 January 2009 and
HK$105,000 for the period from 1 February 2009 to 31 January 2010
(exclusive of government rates and management fees).

On 26 November 2007, NH Management as licensee entered into a
licence agreement with Fontwell as licensor for obtaining the licence
to use by the Group of car parking spaces nos. 28 and 51 on the
2nd Floor of Fortis Bank Tower, Nos. 77-79 Gloucester Road, Hong
Kong and Nos. 117-119 Jaffe Road, Hong Kong at a monthly licence
fee of HK$7,000, exclusive of government rates and management fees,
for a term of 2 years commencing on 1 February 2008 and expiring on
31 January 2010.

Exempt Continuing Connected Transaction

1.

Fitness club agreement

In November 2004, SGVDM entered into an agreement with
SRR AR 5 AR A T (Clark Hatch Fitness Centers (Shanghai)
Ltd.) (“Clark Hatch Shanghai”) (Mr. TAO Paul, the Managing Director,
has an indirect interest) (which was subsequently supplemented by a
supplemental agreement dated 18 September 2005 made between the
same parties) (collectively, the “Fitness Club Agreement”), pursuant
to which SGVDM provides Clark Hatch Shanghai with the sports and
fitness club premises with facilities located on the 3rd Floor, Block 11,
Suzhou Garden Court (the “Club House”), and Clark Hatch Shanghai
provides cleaning, maintenance, repair, operation and janitorial
services for the Club House, for a term of 3 years commencing on
1 January 2005. During the term, Clark Hatch Shanghai is required to
pay SGVDM a monthly rental in a sum (i) of RMB60,000 or (ii) equal
to 30% of the monthly gross revenues (before taxes) received by Clark
Hatch Shanghai from the operation of Club House, whichever is higher.

In 2005, the Company has applied to the Stock Exchange for and the
Stock Exchange has granted a waiver from strict compliance with the
announcement requirement under Rule 14A.47 of the Listing Rules
in respect of the transactions contemplated under the Fitness Club
Agreement for the 2 years ending 31 December 2007.

Since the total annual rental received by the Group from Clark Hatch
Shanghai under the Fitness Club Agreement for the year ending
31 December 2007 was RMB720,000, therefore the transactions
contemplated under the Fitness Club Agreement for the year ending
31 December 2007 was exempt from the reporting, announcement and
independent shareholders’ approval requirements under the Listing
Rules.
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Exempt Continuing Connected Transaction (Cont'a)

1.

Fitness club agreement (Cont'd)

The independent non-executive directors have confirmed that the
above continuing connected transactions have been entered into (i) in
the ordinary and usual course of business of the Group; (ii) on normal
commercial terms or on terms no less favourable to the Group than terms
available to or from independent third parties; and (iii) in accordance
with the above relevant agreements on terms that are fair and reasonable
and in the interests of the shareholders of the Company as a whole.
The auditors of the Company have also confirmed that (i) the above
continuing connected transaction has been approved by the Board
of Directors of the Company; (ii) the transaction was entered into at
amounts consistent with the pricing policies as stated in the Company’s
prospectus dated 22 November 2005; (iii) on terms no less favourable
than those available to or from independent third parties; and (iv) the
aggregate amount of the transaction has not exceeded the relevant caps
in the financial year ended 31 December 2007.

On 31 December 2007, the Fitness Club Agreement was renewed at a
monthly rental of RMB60,000 for a term of two years commencing on
1 January 2008.

Tenancy agreement of Hong Kong office

On 21 March 2005, NH Management as tenant entered into a tenancy
agreement with Fontwell as landlord for the lease of Room 2301,
23rd Floor, Fortis Bank Tower, Nos.77-79 Gloucester Road, Hong
Kong and Nos.117-119 Jaffe Road, Hong Kong for the use by the
Group at a monthly rental of HK$49,000, exclusive of government
rates and management fees, for a term of one year commencing on
1 February 2005 and expiring on 31 January 2006. On 25 January
2006, the tenancy agreement was renewed at a monthly rental of
HK$72,000, exclusive of government rates and management fees,
for a term of one year commencing on 1 February 2006 and expiring
on 31 January 2007. On 25 January 2007, the tenancy agreement
was further renewed at a monthly rental of HK$78,000, exclusive
of government rates and management fees, for a term of one year
commencing on 1 February 2007 and expiring on 31 January 2008.
On 26 November 2007, the tenancy agreement was further renewed.
Details of which were disclosed under the section headed “Connected
Transaction”.

Licence agreement

On 21 March 2005, NH Management as licensee entered into a
licence agreement with Fontwell as licensor for obtaining the licence
to use by the Group of car parking spaces nos. 28 and 51 on the
2nd Floor of Fortis Bank Tower, Nos.77-79 Gloucester Road, Hong
Kong and Nos.117-119 Jaffe Road, Hong Kong at a monthly licence
fee of HK$7,000, exclusive of government rates and management
fees, for a term of one year commencing from 1 February 2005 to
31 January 2006. On 25 January 2006, the above licence agreement
was renewed at a monthly licence fee of HK$7,000, exclusive of
government rates and management fees, for a term of one year
commencing on 1 February 2006 and expiring on 31 January 2007.
On 25 January 2007, the licence agreement was further renewed at
a monthly licence fee of HK$5,000, exclusive of government rates
and management fees, for a term of one year commencing from
1 February 2007 to 31 January 2008. On 26 November 2007, the
licence agreement was further renewed. Details of which were disclosed
under the section headed “Connected Transaction”.
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Directors’ Interest in Competing Business

During the year, the interests of Directors in the businesses which compete or
are likely to compete, either directly or indirectly, with the businesses of the
Group as required to be disclosed pursuant to the Listing Rules was as follows:

Mr. C.F. TAO, Chairman of the Company, and his family members (including
Mr. TAO Richard, Vice Chairman and Mr. TAO Paul, Managing Director) are
interested in certain properties in the PRC which may constitute a competing
business to the Group. The properties include two villas in Suzhou Garden
Court of a total gross floor area of 770.38 sq.m. developed by a subsidiary of
the Company.

Corporate Governance

A report on the principal corporate governance practices adopted by the
Company is set out on pages 28 to 33 of this report.

Sufficiency of Public Float
Based on information that is publicly available to the Company and within the

knowledge of the Directors, at least 25% of the Company’s total issued share
capital was held by the public as at the date of this report.

Auditors
The Company’s auditors, Grant Thornton retire and, being eligible, offer
themselves for re-appointment. A resolution for their re-appointment as auditors

of the Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board

TAOCHAIFU Choofuang (C.F. Tao)
Chairman

Hong Kong, 20 March 2008
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Corporate Governance Report
CEERRE

The Company is committed to the establishment of good corporate practices
and procedures. The corporate governance principles of the Company
emphasise a quality board, transparency and accountability to all shareholders
of the Company.

Throughout the year ended 31 December 2007, the Group has complied with
the code provisions (the “Code Provisions”) set out in Appendix 14, the Code of
Corporate Governance Practices, of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Board will continue to monitor and review the Group’s corporate
governance practices to ensure compliance with the Code Provisions.

Board Composition

The Board comprises five executive directors, one non-executive director and
three independent non-executive directors. All five executive directors are
members of the executive committee of the Company responsible for dealing
with the business of the Company in accordance with all applicable rules and
regulations, including but not limited to, the Rules Governing the Listing of
Securities of the Stock Exchange (the “Listing Rules”). All Directors (including
independent non-executive directors) have been consulted on all major and
material matters of the Company.

The Board members for the year ended 31 December 2007 were:

Executive Directors

Mr. TAOCHAIFU Choofuang (also known as C.F. TAO) (Chairman)
Mr. TAO Richard (Vice Chairman)

Mr. TAO Paul (also known as TAOCHAIFU Porn) (Managing Director)
Mr. KONG Mui Sum Lawrence

Mr. YIM Chun Leung

Non-executive Director
Mr. CHAN Bernard Charnwut

Independent Non-executive Directors
Mr. WONG Gary Ka Wai

Mr. SUN Leland Li Hsun

Mr. CHAN Norman Enrique

The numbers of independent non-executive directors have met the
requirements under the Listing Rules and Mr. WONG Gary Ka Wai has
appropriate accounting professional qualification. The Company has appointed
a Managing Director instead of a chief executive officer.

The positions of the Chairman and the Managing Director are held separately by
two executive directors to ensure their respective independence, accountability
and responsibility. The Chairman is responsible for determining overall business
strategies of the Group. The duty of the Chairman is to work closely with audit,
nomination and remuneration committee of the Company and to ensure
that all key and appropriate issues are discussed by the Board in a timely
and constructive manner. The Managing Director is responsible for general
management of the Group. The Managing Director is also responsible to work
closely with the executive committee of the Company to ensure management
strategies, plans and performance of the Group are appropriately represented to
the Board and to provide guidance to the Board on major issues.
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Board Composition (Contd)

The Board is responsible for corporate strategy, annual and interim results,
succession planning, risk management, major acquisitions, disposals and
capital transactions, and other significant operational and financial matters.
Major corporate matters that are specially delegated by the Board to the
management include the preparation of annual and interim accounts for Board
approval before public reporting, execution of business strategies and initiatives
adopted by the Board, implementation of adequate systems of internal controls
and risk management procedures, and compliance with relevant statutory
requirements and rules and regulations.

Mr. TAOCHAIFU Choofuang (C.F. Tao), the Chairman of the Company, is
the father of Mr. TAO Richard, the Vice Chairman of the Company, and
Mr. TAO Paul, Managing Director of the Company. Further details of the
Directors are set out on pages 14 to 16 under the section headed “Biographical
Details of Directors and Senior Management” of this report.

Each of the independent non-executive directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all independent non-executive directors meet the
independence guidelines set out in Rule 3.13 of the Listing Rules and are
independent in accordance with the terms of the guidelines. The non-executive
director and all the independent non-executive directors have contracts with
the Company for a period of three years commencing from 14 November 2005
which may be terminated by either party by giving one month’s written
notice and subject to retirement by rotation at least once every three years in
accordance with the articles of association of the Company.

All the minutes of the Board meeting are kept by the company secretary and
are available for inspection by the Directors and auditors of the Company.

Attendance Record at Board Meetings

For the year ended 31 December 2007, four Board meetings were held to
review the business of the Group and to approve the financial results of the
Group and the attendance of individual members at the meetings of the Board
are set out as follows:—
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Meetings attended/Number of Meeting held
HESERE BTEEAE

Executive Director BITEE

Mr. TAOCHAIFU Choofuang (Chairman) WERELE (FE) 14
Mr. TAO Richard (Vice Chairman) BRI E (B1EE) 4/4
Mr. TAO Paul (Managing Director) WEEHE Sk (EFALAHE) 4/4
Mr. KONG Mui Sum Lawrence STRRRR A 4/4
Mr. YIM Chun Leung BRI E 4/4
Non-Executive Director HHITESE

Mr. CHAN Bernard Charnwut PBRES B ek 4/4
Independent Non-Executive Director BUHBITESE

Mr. WONG Gary Ka Wai FREFLE 4/4
Mr. SUN Leland Li Hsun R BNt 3/4
Mr. CHAN Norman Enrique FREEST ST 4/4
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Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers ( the “Model Code”) set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules are set out in the terms of
the service contracts of each executive director and the letters of appointment
of the non-executive director and each independent non-executive director.
Having made specific enquiry of all the Directors, the Directors confirmed that
they have complied with the required standard as set out in the Model Code for
the year ended 31 December 2007.

Audit Committee

The Company established an Audit Committee on 14 November 2005
with terms of reference in compliance with the Code Provisions. The Audit
Committee consists of independent non-executive directors only.

The members of the Audit Committee are as follows:

Mr. WONG Gary Ka Wai (Chairman)
Mr. SUN Leland Li Hsun
Mr. CHAN Norman Enrique

Mr. WONG Gary Ka Wai, who possesses a professional accounting qualification
and relevant accounting experience, is the chairman of the Audit Committee.
No member of the Audit Committee is a member of the former or existing
auditors of the Company.

The primary duties of the Audit Committee are to review and approve the
financial reporting process and internal control systems of the Group. The
Group'’s final results for the year ended 31 December 2007 have been reviewed
by the members of the Audit Committee before submission to the Board for
approval. The Audit Committee was of the opinion that the preparation of such
results complied with the applicable accounting standards and requirements
and that adequate disclosure have been made.

Three meetings of the Audit Committee were held during the year. The
attendance of each member is set out as follows:

Name of member
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HESERE BTEREAE

RE BB

Mr. WONG Gary Ka Wai FRERE
Mr. SUN Leland Li Hsun BRI B E
Mr. CHAN Norman Enrique PR SESTSE A

Nomination Committee

The Company established a Nomination Committee on 14 November 2005 with
terms of reference in compliance with the Code Provisions. The members of the
Nomination Committee consist of one executive director and two independent
non-executive directors.

3/3
3/3
3/3
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Nomination Committee (Conta)
The members of the Nomination Committee are as follows:

Mr. CHAN Norman Enrique (Chairman)
Mr. SUN Leland Li Hsun
Mr. TAO Paul

The primary duty of the Nomination Committee is making recommendations to
the Board on appointment and removal of directors and management of Board
succession. No director is appointed or removed during the year.

The Nomination Committee has considered the past performance, qualification,
general market conditions and the Company’s articles of association in selecting
and recommending directors for retirement rotation.

The Nomination Committee resolved that all the existing directors should
be recommended to be retained by the Company. Further, in accordance
with the Company’s articles of association, Mr. CHAN Bernard Charnwut,
Mr. SUN Leland Li Hsun and Mr. CHAN Norman Enrique would retire, and
being eligible, would offer themselves for re-election at the forthcoming annual
general meeting of the Company.

Two meetings of the Nomination Committee were held during the year. The
attendance of each member is set out as follows:

Name of member
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Meetings attended/Number of Meeting held
HESERE BTEEAE

REERE

Mr. CHAN Norman Enrique FREEST ST HE
Mr. SUN Leland Li Hsun F B AE
Mr. TAO Paul PR E S

Remuneration Committee

The Company established a Remuneration Committee on 14 November 2005
with terms of reference in compliance with the Code Provisions. The members
of the Remuneration Committee consist of one executive director and two
independent non-executive directors.

The members of the Remuneration Committee are as follows:

Mr. SUN Leland Li Hsun (Chairman)
Mr. CHAN Norman Enrique
Mr. TAO Richard

The primary duties of the Remuneration Committee are to review and determine
the terms of remuneration packages, bonuses and other compensation payable
to Directors and senior management including the recommendation to the
Board on the granting of share options to Directors pursuant to the share option
scheme adopted by the Company.

The Remuneration Committee has considered and reviewed the existing
terms of remunerations of all the Directors. The Remuneration Committee has
considered factors including salaries paid by comparable companies, time
commitment and responsibilities of the Directors, employment conditions
elsewhere in the Group and desirability of performance-based remuneration.
The Remuneration Committee considered that the existing terms of
remunerations of the Directors were fair and reasonable.
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Remuneration Committee (Cont'd)

FMESES(#)

Three meetings of the Remuneration Committee were held during the year. The REAFHEZEeRABR-ZNEE - BUKEZEHERBR
attendance of each member is set out as follows: o

Name of member Meetings attended/Number of Meeting held
REERE HESBENEBITERAE

Mr. SUN Leland Li Hsun R Bt 3/3

Mr. CHAN Norman Enrique E 3Gt 3/3

Mr. TAO Richard PRI E 3/3

Internal Control A B BE 1

The Board has overall responsibility for the system of internal controls of
the Company and for reviewing its effectiveness. The Board is committed to
implementing an effective and sound internal controls system to safeguard
the interest of shareholders and the Group’s assets. The Board has delegated
to the management the implementation of the system of internal controls and
reviewing of all relevant financial, operational, compliance controls and risk
management function within an established framework.

During the year, the Company has continued to engage an external
independent professional adviser to assist in conducting a gap analysis with
the reference to the COSO (The Committee of Sponsoring Organizations of the
Treadway Commission, 1994) internal control framework and to perform the
review of the effectiveness of its system of internal control. Relevant applicable
recommendations made by such consultant last year have been implemented
by the Group in stages to further enhance its internal control policies,
procedures and practices.

Investor Relationship and Communication

The Company endeavors to maintain a high level of transparency in
communicating with shareholders and the investment community at large.
Briefings and meetings with institutional investors and analysts are conducted
regularly. The Company is committed to continue to maintain an open and
effective investor communication policy and to update investors on relevant
information on its business in a timely manner, subject to relevant regulatory
requirements. In order to ensure effective, clear and accurate communications
with the investors and analysts, all corporate communications are arranged and
handled by the executive directors and designated senior executives according
to established practices and procedures of the Company. The Company has
announced its annual results of the year under review in a timely manner,
which is well before the time limits set out in the Listing Rules.
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Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Directors are responsible for the preparation of financial statements which
give a true and fair view. In preparing financial statements which give a true
and fair view, it is fundamental that appropriate accounting policies are selected
and applied consistently.

It is the responsibility of the auditors to form an independent opinion, based
on their audit, on those financial statements and to report their opinion to the
members of the Company, as a body, and for no other purpose. The auditors
do not assume responsibility towards or accept liability to any other person for
the contents of the independent auditors’ report.

The Directors acknowledge their responsibilities for the preparation of the
financial statements for each financial period which give a true and fair view
of the state of affairs of the Group and of results and cash flow for that period.
In preparing the financial statements for the year ended 31 December 2007,
the Directors have selected suitable accounting policies and applied them
consistently; adopted appropriate Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards; made adjustments and estimates that
are prudent and reasonable; and have prepared the financial statements on
the going concern basis. The Directors also ensure the timely publication of the
financial statements of the Group.

Auditors’ Remuneration

The fee in respect of audit and non-audit services provided to the Group by
independent auditors for the year ended 31 December 2007 amounted to
HK$1,150,000 and HK$346,000 respectively. The non-audit services mainly
consist of review and other reporting services.

Corporate Governance Report
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Independent Auditors’ Report
B2 RE RS

GrantThornton
HE

To the members of New Heritage Holdings Ltd.
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of New Heritage
Holdings Ltd. (the “Company”) set out on pages 36 to 110, which comprise
the consolidated and Company balance sheets as at 31 December 2007, and
the consolidated income statement, the consolidated statement of changes in
equity and the consolidated cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure requirements of
the Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and
the true and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditors’ judgement, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation and true and fair presentation of the
financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

Member of Grant Thornton International Ltd
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Independent Auditors’ Report (cont'd)

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of
the state of affairs of the Company and of the Group as at 31 December 2007
and of the Group’s profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Grant Thornton

Certified Public Accountants
13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

20 March 2008
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Consolidated Income Statement

e ER

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

2007 2006
Notes HK$’000 HK$'000
KiaE FET FAxT
(restated)
(&E5)
Revenue & 5 184,560 207,957
Cost of sales SHER A (127,627) (120,786)
Gross profit EF 56,933 87,171
Other income HAay A 5 31,018 4,141
Selling expenses SHER (5,833) (3,121)
Administrative expenses TR (42,891) (31,735)
Other operating income H s A 14,058 50,620
Finance costs BhE R R 7 (12,975) (5,180)
Share of results of associates S NG E T 21,417 19,147
Profit before taxation BRI 2 F 8 61,727 121,043
Taxation 18 9 (16,162) (43,893)
Profit for the year FERER 45,565 77,150
Attributable to : BTN A e :
Equity holders of the Company NARIFERRIFE A 36,115 73,316
Minority interests DB AR R RERS 9,450 3,834
45,565 77,150
Dividends ’RE 10 11,283 7,135
Earnings per share SREF 11
— Basic (HK cents) — EARGEAL) 4.2 10.4
— Diluted (HK cents) — 58 (FB4L) 4.2 N/AZN3E A3
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As at 31 December 2007
RZZEZTLF+-—A=1+—H

Consolidated Balance Sheet

REEERER

2007 2006
Notes HK$’000 HK$'000
Kzt FEx FAT
(restated)
(g&E5))
ASSETS AND LIABILITIES EEREE
Non-current assets FREBEE
Goodwill FEES 12 37,048 37,048
Property, plant and equipment mE - B REE 13 17,602 15,442
Investment properties mEYE 14 310,867 180,475
Interests in associates B N AR RE R 16 112,459 97,223
Deferred tax assets RIEFR A A 2= 17 1,766 2,419
479,742 332,607
Current assets REBEE
Properties held under development KR 18 330,001 82,956
Properties held for sale HEYE 19 19,284 20,109
Inventories T8 20 136 115
Accounts receivable FEURBRE TR 21 514 -
Deposits paid, prepayments and Bf&EE - BAFIE
other receivables T B Ath e W R IE 22 262,835 11,087
Pledged bank deposits BEIRIRITER 30 61,430 25,776
Cash at banks and in hand RITHEGERES 31 175,701 129,472
849,901 269,515
Current liabilities RENEE
Accounts payable TETBRX 23 31,081 15,960
Accruals, deposits received and EEHER - oL e
other payables R oAt FEAT K1 24 28,717 21,962
Provision for tax TiIER 21,323 22,931
Borrowings TE 25 113,727 25,327
194,848 86,180
Net current assets RBEETFE 655,053 183,335
Total assets less current liabilities HWEERRBERE 1,134,795 515,942
Non-current liabilities kRBERE
Borrowings TE 25 185,547 20,000
Convertible notes AR 2R 26 71,482 =
Deferred tax liabilities FIEFIEAE 17 30,583 26,782
287,612 46,782
Net assets EEFEE 847,183 469,160
EQUITY e
Capital and reserves attributable to the EATERZFEA
equity holders of the Company R R S
Share capital BN 27 11,283 7,135
Reserves i 29(a) 733,760 444,236
Proposed final dividend HOR AR HARE S 29(a) 11,283 7,135
756,326 458,506
Minority interests DERRES 90,857 10,654
Total equity AR 847,183 469,160
TAO Richard TAO Paul
(e fe 851
Director Director
=2 EE2
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Balance Sheet

EERER

As at 31 December 2007
RZZZTEF+-A=1+—H

2007 2006
Notes HK$’000 HK$'000
HiaE TFE T FABT
ASSETS AND LIABILITIES EEREE
Non-current assets FREBEE
Investments in subsidiaries R BATAKRE 15(a) 118,831 119,176
Current assets RENEE
Prepayments TR 3IE 227 896
Amounts due from subsidiaries M8 A RIRK 15(b) 436,656 127,539
Cash at banks and in hand RITEFELES 15,880 22,013
452,763 150,448
Current liabilities RBARS
Accruals and other payables FERTE A R H AL FE S FIE 4,966 1,568
Financial guarantee contracts IS EREX 35 7,179 8,500
12,145 10,068
Net current assets RBEETFE 440,618 140,380
Total assets less current liahilities WEERREBERE 559,449 259,556
Non-current liabilities EREBARE
Convertible notes AR R 26 71,482 -
Deferred tax liabilities EEFRIBEEE 17 580 —
72,062 -
Net assets EEFE 487,387 259,556
EQUITY =
Capital and reserves attributable to the AATEREZEA
equity holders of the Company R AR i
Share capital R&ZX 27 11,283 7,135
Reserves i 29(b) 464,821 245,286
Proposed final dividend BRARHARR B 29(b) 11,283 7,135
Total equity RS 487,387 259,556
TAO Richard TAO Paul
EE Fa 8L
Director Director
EF EF
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

Consolidated Cash Flow Statement
MERERER

2007 2006
Note HK$’000 HK$'000
HiaF THET FHT
(restated)
(K&ES)
Cash flows from operating activities KETHNEESRE
Profit before taxation =Tkl 61,727 121,043
Adjustments for : FHEIER -
Depreciation e 2,382 735
(Gain)/Loss on disposal of property, plant HEME - BE RE&EN
and equipment (Yezg) 518 (6) 1,425
Gain on partial disposal of interests HEWEQRHB Ex
in subsidiaries rydas (22,204) =
Gain on fair value adjustments on BEMEAREBERAE
investment properties o)l (14,058) (50,620)
Share of result of associates i AN (21,417) (19,147)
Employee share-based payment expense AR XA EE RS 6,132 7,628
Interest income FEUA (7,104) (3,322)
Interest expenses FEFRXZ 12,975 5,180
Operating profit before working capital changes R&t&EE @ EBRIAS S EF| 18,427 62,922
Increase in properties held under R YZEIL I
development (356,783) (158,396)
Decrease in properties held for sale FEYHER D 117,028 104,027
(Increase)/Decrease in inventories FE (Em) R (21) 167
Increase in accounts receivable FEUS BR ZRIE hN (514) -
(Increase)/Decrease in deposits paid, BftiEe - BEAFREREmERK
prepayments and other receivables I () R (251,748) 26,700
Decrease in amounts due from a director —REERFE D - 2,725
Increase in accounts payable, accruals, FERTBRRR « FEETER » Bz S
deposits received and other payables N E A fE A~ R IE I AN 83,194 9,517
Increase in amount due from associates FEUS S & A B FRIE G AN (35) (545)
(Increase)/Decrease in pledged bank deposits BRI TFER (L) wHL (53,629) 19,177
Cash (used in)/generated from operations meSEE) (FrA) EAES (444,081) 66,294
Interest paid BEAIFE (8,301) (5,180)
Income taxes paid B FEH (15,956) (17,237)
Net cash (used in)/from operating activities KRS (FTA) EERES T (468,338) 43,877
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Consolidated Cash Flow Statement (Contd)

A N~ —1 43‘% - For the year ended 31 December 2007
?.5% = EE@MLE (&) BE-TTLE+- A=+ HILEE
2007 2006
Note HK$’000 HK$'000
KiaE FET FAxT
(restated)
(&E5)
Cash flows from investing activities REZTHHNRESRE
Purchase of property, plant and equipment BEWE  BEMLRE (5,677) (3,674)
Proceeds from sale of property, HEDE  BENMEE
plant and equipment FTiSs1E 140 6
Proceeds from partial disposal of HERBRRIES
interests in subsidiaries = PTS EIR 71,832 =
Additions to investment properties NEREYE (98,827) (6,783)
Capital injection to an associate EER—REE AR - (180)
Dividends received from an associate I ER — Rt & A B RUAR B 18,757 14,210
Interest received BUFIE 7,104 3,322
Net cash (used in)/from investing activities BEEE(FR),EERESFE (6,671) 6,901
Cash flows from financing activities BETENRESRE
Proceeds from issuance of share capital BT BT S IAE 162,044 39,000
Share issue expenses BITRMNAZ (2,477) (1,446)
Proceeds from issue of convertible notes BT IR R FTS R 75,000 -
Borrowings raised EE5EH 458,761 30,000
Repayment of borrowings BEEX (181,705) (66,306)
Interest paid on convertible notes BT AT AR =R A S (801) =
Dividends paid to Company’s equity holders BENAREERFE ARE (7,135) (6,411)
Dividends paid to minority shareholders B HARRRE (1,600) (1,346)
Net cash from/(used in) financing MEEEEL (FTH)H
activities N %EEE 502,087 (6,509)
Net increase in cash and cash equivalents RERRESEEYIEMNFE 27,078 44,269
Effect of foreign exchange difference EREENTE 16,503 3,019
Cash and cash equivalents at 1 January R—B—BHMEBRERBLEEY 132,120 84,832
Cash and cash equivalents at 31 December RtTt=-—B=+—HHRER 31
REEEY 175,701 132,120
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For the year ended 31 December 2007
E—ETHF+ A=+ —HIFE

Consolidated Statement of Changes in Equity

LEREREER

Minority
Equity attributable to the equity holders of the Company interests Total
SURR
FRAERFAARGER i st
Hotel
property,
Convertible plant and
Share notes equipment
Share Share option equity Merger revaluation  Exchange  Statutory  Retained  Proposed
capital  premium  reserves  reserves  reseve  reserve  reserve reserve profits  dividend Total
8K AEE
BiE 28 HERRE
B REE i RBERRE AURG EMBE EXBE iREE REEN RRRR @zt
HK$'000  HKS'000  HKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000  HKS'000  HKS'000
Thr  ThEr  TEr  TEr  TEr  TEr  TEr  TEr  TEr  TEn FTEr  TEr THn
Balance at 1 January 2006 6,403 181,706 - - 8993 (2,326 (17963) 68 62859 11,526 332,209 7,976 340,185
Net income recognised directly in equity
- Translation - - - - - - 10173 - - - 10173 26 10,599
~ Share of associate’s translation - - - - - - 3,801 - - - 3,801 - 3801
Profit for the year - - - - - - - - 73316 - 73316 383 77,150
Total recognised income and expense TEEEDMANA
for the year RAX = - - - - - 13974 - 73316 - 8129 4260 91,550
Transfer [ - - - - - - - 477 (4,481) - 236 (236) =
Share of associate's statutory reserve EEBEAREEHE - - - - - - - 1,561 (1,561) - - - -
Employee share based compensation HRAXANESEE
(note 28) (Hi#28) - - 7,628 - - - - - - - 7,628 - 7,628
Arising from issue of ordinary shares as 2005 R-SERENRR S ERS
scrip dividend (note 27(2)) LRRMEL(HEo70) 82 5033 = = = = = = = - 5115 - 5115
Arising from issue of ordinary shares on RAEFEETEAR
subscription (note 27(b)) mEEHE) 650 38350 - - - - - - - - 39,000 - 39,000
Share issLie expenses RipEFRT - (1,440) - = - - = - = - (1440) - (1,446)
Dividend paid relating to 2005 final dividend A -TEREFHREC RS - - - - - - - - - (1152) (11,52) - (115%)
Dividend paid to minority shareholders Rt ERENRSE - - - - - - - - - - - (1346 (1,346)
Proposed final dividend BERERE - - - - - - - - (7,13 7,135 - - -
Balance at 31 December 2006 RESEAET-A=T-ROER 7135 223643 7,628 - 8993  (2326) (3989 6346 122,998 7135 458506 10,654 469,160
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Consolidated Statement of Changes in Equity (cont'd)

HEERSHR@

For the year ended 31 December 2007
+tF+ZA=+—HIFE

=TT

Minority
Equity attributable to the equity holders of the Company interests Total
SERR
FATREREARLES i @it
Hotel
property,
Convertible plant and
Share notes equipment
Share Share option equity Merger revaluation  Exchange  Statutory  Retained  Proposed
capital  premium  reserves  reserves  reseve  reserve  feserve reserve profits dividend Total
TER HEEE
HhE g HELRE
Ba  RipaE B RERE AUEBE ERBE ENRE IERE REEF RRRE 3t
HK$'000  HK$000  HK$'000  HKS000  HK$'000  HKS'000  HK$000  HK$'000  HKS000  HK$'000  HKS'000  HK$'000  HK$'000
Tén Tz Tz  TEx  TEx  TEr  TEr  TExn  TEn  TEn  TEn  TEn  TEn
Balance at 31 December 2006 RIEERET-A=+-HER
and 1 January 2007 7,135 223643 7,628 - 89936 (2,326 (3,989) 6,346 122,998 7,135 458506 10,654 469,160
Net income recognised directly in equity
- Translation -8 = = - - - - %1713 - - - 21713 69% 33169
- Share of associate’s translation -EEBENTNE - - - - - - 4,939 - - - 4,939 - 4,939
- Share of associate's hotel property -ERBYNTEENE
revaluation surplus BfiER - - - - B 7,602 - B - - 7,602 B 7,602
Profit for the year REERF - - - - - - - - 3,115 - 3115 9450 45,565
Total recognised income and expense for the year ~ AEFHRZNHENARFR - - - - - 7602 31,112 - 3,115 - 74829 16446 91275
Transfer 7 = = = = - - - 836 (6679 - 1641 (1641) =
Share of associate's statutory reserve EERLDETRE - - - - - - - 2,051 (2,051) - - - -
Minority interest arising from partial disposal of ~ RHEMBATZHERMELH
interests in subsidiaries DEREES - - - - - - - - - - - 49628 49628
Fair value adjustment on initial recognition of loans 4D 8RR EF & RHED
from minority shareholders EIRLBERR - - - - - - - - - - - 17310 17310
Employee share based compensation (note 28)  bARGZHEESREH:23) - - 6132 - - - - - - - 613 - 613
Surplus on revaluation upon transfer from property, 1% - BERAGEAZRENEE
plant and equipment to investment property NEGER - - - - - 2,119 - - - - 2,119 - 2119
Arising from issue of ordinary shares on bonus DARAARLERMES
issue (note 27(d)) (Wetora) 143 (143) = = = = = = = = = = =
Arising from issue of ordinary shares as 2006 scrip - R ZZ FMRA S8R T
dividend (note 27(e)) LRRMEL ) 28 2,008 - - - - - - - - 203% - 203
Arising from issue of ordinary shares on RESEROERRMEE
subscription (note 27(c)) (W#E270) 900 56,79 - - B - - B - - b76% - 576%
Arising from issue of ordinary shares upon RitREqEERmES
rigts issue (note 27(f) (H3zz7) 3077 156,931 = = = = = = = - 160,008 - 160008
Share issuie expenses RORAER - (247 - - - - - - - - (247) -4
Issue of convertible notes B ARER - - - 3,650 - - - - - - 3,650 - 3,650
Deferred tax liability arising on convertible notes R BREBME LN ELHEEE = - - (639) - - - - - - (639) - (639)
Dividend relating to 2006 final dividend BRI ERURERE - - - - - - - - - (7135) (7,139 - (7,13)
Dividend paid to minority shareholders EDERENRE - - - - - - - - - - - (1,600 (1,600)
Proposed final dividend RERERE - - - - - - - - (11,283 11,283 = = =
Balance at 31 December 2007 ROEEHET-A=+-AfER 11283 436718 13760 3011 89936 7395 27,123 16713 139,104 11283 756,326 90,857 847,183
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Notes to the Financial Statements

For the year ended 31 December 2007
HE-_ZZLE+-_A=1T—RHILFE

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability. The Company’s shares are listed on
the Main Board of The Stock Exchange of Hong Kong Limited (“Stock
Exchange”).

The address of the Company'’s registered office and principal place of
business are Clifton House, 75 Fort Street, P.O. Box 1350 GT, George
Town, Grand Cayman, Cayman Islands and Room 2301, 23/F, Fortis
Bank Tower, 77-79 Gloucester Road, Wanchai, Hong Kong respectively.

The principal activity of the Company is investment holding and the
principal activities of the subsidiaries are set out in note 15.

The financial statements on pages 36 to 110 have been prepared
in accordance with the Hong Kong Financial Reporting Standards
(“HKFRSs”) which collective term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™). The financial statements include the
applicable disclosure requirements of the Rules Governing the Listing of
Securities on the Stock Exchange and the disclosure requirements of the
Hong Kong Companies Ordinance.

The financial statements for the year ended 31 December 2007 were
approved by the directors on 20 March 2008.

ADOPTION OF NEW AND AMENDED HKFRSs

Adoption of new and amended HKFRSs effective on or after 1 January 2007

From 1 January 2007, the Company and its subsidiaries (collectively
known as the “Group”) have adopted all the new and amended HKFRSs
which are first effective on 1 January 2007 and relevant to the Group.
The adoption of these new and amended HKFRSs did not result in
significant alterations to the Group’s accounting policies. As a result of
the adoption of HKAS 1 (Amendment) “Capital Disclosures” and HKFRS
7 “Financial Instruments: Disclosures”, there are additional disclosures
provided as follows:

The amendment to HKAS 1 introduces additional disclosure
requirements to provide information in each annual financial report
about the level of capital and the Group’s and the Company’s objectives,
policies and procedures for managing capital. These new disclosures are
set out in note 36 to the financial statements.

As a result of the adoption of HKFRS 7, the financial statements include
expanded disclosure about the significance of the group’s financial
instruments and the nature and extent of risks arising from those
instruments, compared with the information previously required under
HKAS 32 “Financial Instruments: Disclosure and Presentation”. These
disclosures are provided throughout these financial statements, in
particular in note 37 to the financial statements.

B ISR AR B RE

REER

ARRRRSREEMRL A —RERRBRA
$’Aﬁﬁﬁ1ﬁﬁé§fﬁﬂﬁﬁéx%ﬁﬁﬁﬁﬁﬁﬂ(fﬂﬁﬁ/\Fﬁj )I
RET °

RN A EEM B = R & E 3 B 5 Rl & Clifton
House, 75 Fort Street, P.O. Box 1350 GT, George
Town, Grand Cayman, Cayman Islands & &/ & &
TATiE77-7955 L = @A E 23182301 = ©

NANEBEBRIREZER - B AR 2 HEBH
E/\\MTu£15°

FNFEIE10E NI BRKR DB BEE BN BREE

AI(MEEFBHREER DR - WS - 8FE8

grtiog((E5e ﬁEﬂi”AJ)ﬂﬁﬁ‘ﬁE’]ﬁﬁﬁﬁﬁﬁfl%U
ERUEIwEER SRR M RE - BBREK

a%ﬂ’éﬁxﬁﬁ %J:m%,%ﬂwﬁ’] ERWERE - UEEE
NENEGIH R R R o

BE_TELF A=+ RLEFENMBEHRERD
BEEN—"ZT)\F=A_1+RHEB -

RANFTR] KRBT B BM B R EER

R-BBLE—f— ARUEERNFTREETE
BT 25 2

B-ZTLF AR ARAREMBAR(H
BRIAKEDERAMEE—STLF—A— A&
PR AR B A R BB R O R RS R BB S
RN o FRIAIE EHTR] MAYE T BB FE IR & 2B
HAEESHBERERERED) - ANRKEES
ERIE 1R (BT R EAWEE | RBBRBIRE LR
FTRIEBMTHR : WE| HAMBHRRBE T XA
BHVBIMEEE ¢

SR ERTERISE IR ERTRSUR M BRIME R E
ANSFEFBRETIREEREAKFURAEE
RARNTEREARNBR  BREEFNER - ItF
TR EIRH NI ISR M TES6 ©

BN ERMBEM B IRELENFETIR - NP BRKFIE
MNEBAEESR TANSEEUEBZETAME
ErREBEOIEE MEENRE  RAEREEE S
ERFERREBMTE - WERIIRIRERENE
HEE - REHRBESEANZ S HHRRAREM - &
BN B ERR M 3T -

FEERARAT —BELEER 43



Notes to the Financial Statements (cont'a)
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ADOPTION OF NEW AND AMENDED HKFRSs (Cont'a)

Adoption of new and amended HKFRSs effective on or after 1 January
2007 (Contd)

The amendment to HKFRS 7 does not have any material impact on the
classification, recognition and measurement of the amounts recognised
in the financial instruments.

The first-time application of HKAS 1 (Amendment) and HKFRS 7,
however, has not resulted in any prior-period adjustments on cash flows,
net income or balance sheet items. Accordingly, no adjustments on prior
periods are required.

In light of the discussion of the Financial Reporting Standards Committee
of the HKICPA on the scope of HKAS 12 “Income Taxes” in its
September 2007 meeting and after reviewing the Group’s accounting
policies on land appreciation tax (“LAT") in the People’s Republic of
China (“PRC”), the directors of the Company decided that it is more
appropriate to account for and present LAT as income tax under HKAS
12. The effect of changes in the presentation on the consolidated
financial statements is summarised below:

2.

For the year ended 31 December 2007
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Increase/(decrease)
#n, G4 )
2007 2006
HK$’000 HK$'000
FET FAT
Consolidated income statement for the year & Z+-B=1+—HILFEH
ended 31 December ire W

— Cost of sales — SHERA (7,918) (9,141)
— Taxation — 18 7,918 9,141
Net effect on profit HEF L FEE = -
Consolidated balance sheet as at 31 December R+ = A=+—HAHGaEEAER
— Deferred tax assets —REFIBE E 1,766 2,419
— Accruals, deposits received —[EEtER - BUURE

and other payables R E AR FRIE (2,603) (2,720)
— Provision for tax — FRIaRE 4,369 5,139
Net effect on net assets HEEFENTEFE = =
Consolidated cash flow statement for the year EHZE+=-FA=+—HILFEH

ended 31 December RAERESRER

— Profit before taxation —BRFRIEF 7,918 9,141
— Increase in accounts payables, accruals, —EERR - EETER - YIRS

deposit received and other payables Ko ELAth A< SRIEIE AN 117 (2,720)
— Income taxes paid —ERFTEH 8,035 6,421

Net effect on increase in cash and

cash equivalents FEEE
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For the year ended 31 December 2007
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ADOPTION OF NEW AND AMENDED HKFRSs (Cont'd)

New or amended HKFRSs that have been issued but not yet effective

The Group has not early adopted the following HKFRSs that have been
issued but are not yet effective. The directors of the Company anticipate
that the adoption of such HKFRSs will not result in material financial
impact on the Group’s financial statements.

HKAS 1 (Revised) Presentation of Financial Statements !

HKAS 23 (Revised) Borrowing Costs !

HKFRS 8
HK(FRIC) — Int 11

Operating Segments !

HKFRS 2 — Group and Treasury Share
Transactions 2

HK(IFRIC) — Int 12 Service Concession Arrangements 3

HK(IFRIC) — Int 13 Customer Loyalty Programmes 4

HK(IFRIC) — Int 14 HKAS 19 — The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and
their Interaction 3

Notes:

Effective for annual periods beginning on or after 1 January 2009
Effective for annual periods beginning on or after 1 March 2007
Effective for annual periods beginning on or after 1 January 2008
Effective for annual periods beginning on or after 1 July 2008

A w N o=

Adoption of other accounting standards during the year
HKAS 14 “Segment Reporting”

During the year, the Group had material acquisition of investment
properties to earn rental income and for capital appreciation purpose.
The directors of the Company believed the property investment and
leasing business will be one of the significant business and reporting
segments to the Group due to the significant number of identifiable
assets and revenue in this segment instead of property development and
investment is the only business and reporting segment to the Group in
prior years. HKAS 14 sets out the disclosure requirements that should
be applied to each reportable segment based on an entity’s primary
reporting format. The primary reporting format for reporting segment
information of an entity may be business segments or geographical
segments. In accordance with the Group’s internal financial reporting,
the Group has determined that business segments be presented as the
primary reporting format and geographical segments as the secondary
reporting format.

Details of the new accounting policy are set out in note 3(x) and the
relevant disclosures are set out in note 6.
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Notes to the Financial Statements (cont'a)
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(c)

Basis of preparation

The financial statements have been prepared in accordance with
the significant accounting policies set out below. The financial
statements have been prepared on the historical cost basis except
for the revaluation of investment properties, hotel properties and
certain financial assets and liabilities. The measurement bases are
fully described in the accounting policies below.

It should be noted that accounting estimates and assumptions are
used in preparation of the financial statements. Although these
estimates are based on management’s best knowledge of current
events and actions, actual results may ultimately differ from those
estimates. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are
significant to the financial statements, are disclosed in note 4.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
December each year.

Subsidiaries

Subsidiaries are entities over which the Group has the power to
control the financial and operating policies so as to obtain benefits
from their activities. The existence and effect of potential voting
rights that are currently exercisable are considered when assessing
whether the Group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the
Group. They are excluded from consolidation from the date that
control ceases.

Business combinations (other than for combining entities under
common control) are accounted for by applying the purchase
method. This involves the revaluation at fair value of all identifiable
assets and liabilities, including contingent liabilities of the
subsidiary, at the acquisition date, regardless of whether or not
they were recorded in the financial statements of the subsidiary
prior to acquisition. On initial recognition, the assets and liabilities
of the subsidiary are included in the consolidated balance sheet at
their fair values, which are also used as the bases for subsequent
measurement in accordance with the Group’s accounting policies.

Intra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated in
preparing the consolidated financial statements. Unrealised losses
are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are carried at
cost less accumulated impairment losses. The results of the
subsidiaries are accounted for by the Company on the basis of
dividends received and receivable at the balance sheet date.

3.

For the year ended 31 December 2007
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For the year ended 31 December 2007
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(c)

(d)

Subsidiaries (Cont'd)

Minority interest represents the portion of the profit or loss and net
assets of a subsidiary attributable to equity interests that are not
owned by the Group and are not the Group’s financial liabilities.

Minority interests are presented in the consolidated balance sheet
within equity, separately from the equity attributable to the equity
holders of the Company. Profit or loss attributable to the minority
interests are presented separately in the consolidated income
statement as an allocation of the Group’s results.

Associates

Associates are those entities over which the Group is able to exert
significant influence, generally accompanying a shareholding of
between 20% and 50% of voting rights but which are neither
subsidiaries nor investment in a joint venture. In consolidated
financial statements, investment in associates is initially
recognised at cost and subsequently accounted for using the
equity method. Under the equity method, the Group’s interest
in the associate is carried at cost and adjusted for the post-
acquisition changes in the Group’s share of the associate’s net
assets less any identified impairment loss unless it is classified
as held for sale (or included in a disposal group that is classified
as held for sale). The consolidated income statement includes
the Group’s share of the post-acquisition, post-tax results of the
associate for the year, including any impairment loss on goodwill
relating to the investment in associate recognised for the year.

When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, the Group does not recognise
further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate. For
this purpose, the Group’s interest in the associate is the carrying
amount of the investment under the equity method together with
the Group’s long-term interests that in substance form part of the
Group’s net investment in the associate.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset
transferred.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(e)

()

Goodwill

Goodwill represents the excess of the cost of a business
combination over the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses.
Goodwill is allocated to cash-generating units and is tested
annually for impairment (note 3(p)).

Any excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of a business combination is recognised immediately
in the income statement.

On subsequent disposal of a subsidiary, the attributable amount of
goodwill capitalised is included in the determination of the amount
of gain or loss on disposal.
Property, plant and equipment
(i) Depreciation

Depreciation is provided to write off the cost or valuation of

property, plant and equipment over their estimated useful
lives, using the straight line method, at the following rates

per annum:
Buildings 2%
Leasehold improvements 10% — 20%
Motor vehicles 20%
Operating and office equipment 5% —20%
Furniture and fixtures 20%

Hotel properties Period of the lease terms

The assets’ useful lives are reviewed, and adjusted, if
appropriate, at each balance sheet date.

For the year ended 31 December 2007
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For the year ended 31 December 2007
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(f)

(g)

Property, plant and equipment (Cont'd)
(i)  Measurement bases

Property, plant and equipment, other than hotel properties,
are stated at cost less accumulated depreciation and
impairment losses. The cost of an asset comprises its
purchase price and any directly attributable costs of
bringing the asset to the working condition and location
for its intended use. Subsequent costs are included in
the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably.
All other cost, such as repairs and maintenance are
charged to the consolidated income statement during the
period in which they are incurred.

Hotel properties held by an associate of the Group are
stated at valuation determined by external professional
valuers less accumulated depreciation and impairment
losses.

Changes in the value of hotel properties are dealt with as
movements in the hotel property, plant and equipment
revaluation reserve. If the balance of this reserve is
insufficient to cover a deficit, the excess of the deficit is
charged to the consolidated income statement.

When assets are sold or retired, any gain or loss resulting
from their disposal, being the difference between the net
disposal proceeds and the carrying amount of the assets, is
recognised in the consolidated income statement.

Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both is classified as investment property.
Investment properties comprise land held under operating lease
and building held under finance lease. Land held under operating
lease is classified and accounted for as investment property on a
property-by-property basis. Such land held under operating lease is
accounted for as if it was a finance lease.

Investment properties are measured initially at its cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are carried at fair value. Fair
value is determined by external professional valuers, with sufficient
experience with respect to both the location and the nature of
the investment properties. The carrying amounts recognised
in the consolidated balance sheet reflect the prevailing market
conditions at the balance sheet date.

Any gain or loss resulting from either a change in fair value or the
sale of investment properties is immediately recognised in the
consolidated income statement for the period in which they arise.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(h)

()

()]

Properties held under development

Properties held under development for future sale are included
in current assets and comprise land held under operating lease
(note 3(j)(ii)) and aggregate cost of development, materials and
supplies, wages and other expenses (“Development costs”).
Development costs are stated at the lower of cost and net
realisable value less any impairment losses. Other expenses
included (a) those costs that are incurred in bringing the
properties held under development to their present location and
condition and (b) a systematic allocation of fixed overheads that
are incurred on development of properties. Fixed overheads are
indirect costs which remain relatively constant regardless of the
size or volume of the development.

Net realisable value is the estimated selling price in the ordinary
course of business less estimated costs of completion and
estimated selling expenses.

Properties held for sale

Properties held for sale are stated at the lower of cost and net
realisable value. In the case of completed properties developed
by the Group, cost is determined by apportionment of the total
development costs for that development project, attributable to
the unsold properties. Net realisable value is the estimated selling
price in the ordinary course of business less estimated selling
EXPenses.

The cost of properties held for sale comprises all costs of
purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition.

Leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines that
the arrangement conveys a right to use a specific asset or assets
for an agreed period of time in return for a payment or a series of
payments. Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless of whether
the arrangement takes the legal form of a lease.

(i) Operating lease charges as the lessee

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to the consolidated income statement on a straight
line basis over the lease terms. Lease incentives received
are recognised in the consolidated income statement as
an integral part of the aggregate net lease payments made.
Contingent rentals are charged to the consolidated income
statements in the period in which they are incurred.

3.

For the year ended 31 December 2007
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For the year ended 31 December 2007
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

()]

(k)

0]

Leases (Cont'd)
(ii)  Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the Group are classified as
operating leases, with the following exceptions:

Leasehold interest in land is up-front payments to acquire
the land use rights. The payments are stated at cost less
accumulated amortisation and any impairment losses.
Amortisation is calculated on the straight-line basis to write
off the up-front payments over the lease terms.

Leasehold interest in land is included in properties held
under development and properties held for sale, of which
the amortisation of prepaid land lease is capitalised as
part of the building costs during the development period
but charged to the consolidated income statement for
completed properties.

Properties leased out under operating leases are included
in investment properties in the consolidated balance sheet.
The recognition of rental income is set out in note 3(u).

Inventories

Inventories comprise consumable stores for own consumption
which are stated at cost. Cost is determined using the weighted
average method.

Financial assets

Financial assets of the Group are loans and receivables and cash
at bank. All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions of the
instrument.

Derecognition of financial assets occurs when the rights to
receive cash flows from the investments expire or are transferred
and substantially all of the risks and rewards of ownership have
been transferred. At each balance sheet date, financial assets
are reviewed to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment loss is
determined and recognised based on the classification of the
financial asset.
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Notes to the Financial Statements (cont'a)
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(1

Financial assets (Cont'd)
Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Loans and receivables are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less any impairment losses. Amortised
cost is calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part of the
effective interest rate and transaction cost.

At each balance sheet date, loans and receivables are reviewed to
determine whether there is any objective evidence of impairment.
If any such evidence exists, the impairment loss is measured and
recognised.

A provision for impairment on loans and receivables carried at
amortised cost is established when there is objective evidence that
the Group will not be able to collect all amounts due according
to the original terms of the loans and receivables. Significant
financial difficulties of the debtor, probability that the debtor
will enter bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators that the loans
and receivables are impaired. If there is objective evidence that
an impairment loss on loans and receivables carried at amortised
cost has been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the effective interest
rate computed at initial recognition). The carrying amount of the
loans and receivables is reduced through the use of an allowance
account, and the amount of the loss is recognised in the income
statement of the period in which the impairment occurs.

If, in subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously
recognised impairment loss is reversed to the extent that it does
not result in a carrying amount of the financial asset exceeding
what the amortised cost would have been had the impairment
not been recognised at the date the impairment is reversed. The
amount of the reversal is recognised in the income statement of
the period in which the reversal occurs.
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Notes to the Financial Statements (conta)

For the year ended 31 December 2007
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

(m) Foreign currencies

(i)

(ii)

(iii)

Functional and presentation currency

Items included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollars, which is
the Company’s functional and presentation currency.

Transactions and balances

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies are recognised in the consolidated income
statement.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Group companies

The results and financial positions of all the group entities
(none of which has the currency of a hyperinflationary
economy) that have functional currencies different from the
presentation currency are translated into the presentation
currency as follows:

(1) assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of that balance sheet;

(2)  income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation
of the cumulative effect of the rates prevailing
on the transaction dates, in which case income
and expenses are translated at the dates of the
transactions); and

(3)  goodwill and fair value adjustments arising on the
acquisition of a foreign entity have been treated as
assets or liabilities of the foreign entity and translated
into the presentation currency, at the closing date.

All resulting exchange differences are recognised as a
separate component of equity.
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Notes to the Financial Statements (cont'a)
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(m)

(n)

(0)

Foreign currencies (Cont'd)
(iii)  Group companies (Cont'd)

On consolidation, exchange differences arising from the
translation of the net investment in foreign operations are
taken to shareholders’ equity. When a foreign operation is
partially disposed of or sold, exchange differences that were
recorded in equity are recognised in the income statement
as part of the gain or loss on sale.

Income tax
Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to the
current or prior reporting period, that are unpaid at the balance
sheet date. They are calculated according to the tax rates and tax
laws applicable to the fiscal periods to which they relate, based
on the taxable profit for the year. All changes to current tax assets
or liabilities are recognised as a component of tax expense in the
income statement.

Deferred tax is calculated using the liability method on temporary
differences at the balance sheet date between the carrying
amounts of assets and liabilities in the financial statements and
their respective tax bases. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are recognised for all deductible temporary differences,
tax losses available to be carried forward as well as other unused
tax credits, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences,
unused tax losses and unused tax credits can be utilised.

Deferred tax is calculated, without discounting, at tax rates that
are expected to apply in the period the liability is settled or the asset
realised, provided they are enacted or substantively enacted at the
balance sheet date.

Changes in deferred tax assets or liabilities are recognised in
the income statement, or in equity if they relate to items that are
charged or credited directly to equity.

Cash and cash equivalents

Cash and cash equivalents include cash at banks and in hand,
deposits pledged against bank overdrafts less bank overdrafts
which are repayable on demand and form an integral part of the
Group’s cash management.

3.

For the year ended 31 December 2007
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Notes to the Financial Statements (conta)

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(p)

Impairment of assets

Goodwill, property, plant and equipment, investments in
subsidiaries and interests in associates are subject to impairment
testing.

Goodwill is tested for impairment at least annually, irrespective of
whether there is any indication that they are impaired. All other
assets are tested for impairment whenever there are indications
that the asset’s carrying amount may not be recoverable.

An impairment loss is recognised as an expense immediately for
the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of fair
value, reflecting market conditions less costs to sell, and value in
use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that
reflects current market assessment of time value of money and
the rise specific to the asset.

For the purposes of assessing impairment, where an asset does
not generate cash inflows largely independent from those from
other assets, the recoverable amount is determined for the
smallest group of assets that generate cash inflow independently
(i.e. cash-generating units). As a result, some assets are tested
individually for impairment and some are tested at cash-
generating unit level. Goodwill in particular is allocated to those
cash-generating units that are expected to benefit from synergies
of the related business combination and represent the lowest level
within the Group at which the goodwill is monitored for internal
management purpose.

Impairment losses recognised for cash-generating units, to which
goodwill has been allocated, are credited initially to the carrying
amount of goodwill. Any remaining impairment loss is charged pro
rata to the other assets in the cash generating unit, except that the
carrying value of an asset will not be reduced below its individual
fair value less cost to sell, or value in use, if determinable.

An impairment loss on goodwill is not reversed in subsequent
periods. In respect of other assets, an impairment loss is reversed
if there has been a favourable change in the estimates used to
determine the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.
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Notes to the Financial Statements (cont'a)
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(q)

Financial liabilities

Financial liabilities include borrowings, accruals, accounts and
other payables and convertible notes. They are included in
balance sheet line items as borrowings under current or non-
current liabilities or accounts payable, accruals, deposits received
and other payables under current liabilities or convertible notes
under non-current liabilities.

Financial liabilities are recognised when the Group becomes a
party to the contractual provisions of the instrument. All interest
related charges are recognised as an expense in finance costs in
the income statement. A financial liability is derecognised when
the obligation under the liability is discharged or cancelled or
expires.

Where an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the
respective carrying amount is recognised in the income statement.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Financial liabilities are subsequently stated at
amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in the
income statement over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for at
least twelve months after the balance sheet date.

Accounts and other payables

Accounts and other payables are recognised initially at their fair
value and subsequently measured at amortised cost, using the
effective interest method.

Convertible notes that contain an equity component

Convertible notes that can be converted to equity share capital at
the option of the holder, where the number of shares that would
be issued on conversion and the value of the consideration that
would be received at that time do not vary, are accounted for as
compound financial instruments which contain both a liability
component and an equity component.

For the year ended 31 December 2007
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Notes to the Financial Statements (conta)

For the year ended 31 December 2007
HE-_ZTLF+_A=+—RALFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(q)

(r)

Financial liahilities (Cont'd)
Convertible notes that contain an equity component (Cont’d)

Convertible note issued by the Company that contain both
financial liability and equity components are classified separately
into respective liability and equity components on initial
recognition. On initial recognition, the fair value of the liability
component is determined using the prevailing market interest
rate for similar non-convertible debts. The difference between the
proceeds of the issue of the convertible note and the fair value
assigned to the liability component, representing the call option
for conversion of the note into equity, is included in equity as
convertible note equity reserve.

The liability component is subsequently carried at amortised cost
using the effective interest method. The equity component will
remain in equity until conversion or redemption of the note.

When the note is converted, the convertible note equity reserve
and the carrying value of the liability component at the time of
conversion, is transferred to share capital and share premium
as consideration for the shares issued. If the note is redeemed,
the convertible note equity reserve is released directly to retained
profits.

Financial guarantee issued

A financial guarantee contract is a contract that requires the
issuer (or guarantor) to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the terms of a debt
instrument.

Where the Group or the Company issues a financial guarantee,
the fair value of the guarantee is initially recognised as deferred
income within other payables. Where consideration is received or
receivable for the issuance of the guarantee, the consideration is
recognised in accordance with the Group’s policies applicable to
that category of asset. Where no such consideration is received
or receivable for a financial guarantee issued to lender in respect
of borrowing to a third party, an immediate expense is recognised
in the income statement on initial recognition of any deferred
income. Where no consideration is received or receivable for
financial guarantee issued by the Company to lenders in respect
of borrowings to its subsidiaries, the amount is recognised in
investments in subsidiaries as deemed capital contribution from
the Company on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred
income is amortised in the income statement over the term of the
guarantee as income from financial guarantees issued. In addition,
provisions are recognised if and when it becomes probable that
the holder of the guarantee will call upon the Group under the
guarantee and the amount of that claim on the Group is expected
to exceed the current carrying amount i.e. the amount initially
recognised less accumulated amortisation, where appropriate.
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Notes to the Financial Statements (cont'a)
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

(s) Employee henefits

(i)

(ii)

Employee share-based payment transactions

The Group operates an equity-settled, share-based
compensation plan.

All employee services received in exchange for the grant of
any share-based compensation are measured at fair values.
These are indirectly determined by reference to the share
options awarded. Their value is appraised at the grant
date and excludes the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets).

All share-based compensation is ultimately recognised
as an expense in consolidated income statement with a
corresponding increase in share option reserves in equity.
If vesting periods or other vesting conditions apply, the
expense is recognised over the vesting period, based
on the best available estimate of the number of share
options expected to vest. Non-market vesting conditions
are included in assumptions about the number of share
options expected to become exercisable. Estimates are
subsequently revised, if there is any indication that the
number of share options expected to vest differs from
previous estimates. No adjustment to expense recognised
in prior periods is made if fewer share options ultimately are
vested than originally estimated.

At the time when the share options are exercised, the
amount previously recognised in share option reserves will
be transferred to share premium. When the share options
are forfeited or are not exercised at the expiry date, the
amount previously recognised in share option reserves will
be transferred to retained profits.

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services
rendered by employees up to the balance sheet date.

Non-accumulating compensated absences are not
recognised until the time of leave.
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Notes to the Financial Statements (conta)

For the year ended 31 December 2007
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(s)

()

(u)

Employee benefits (Cont'd)
(iii)  Pension obligations

The Group contributes to a defined contribution retirement
benefit scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance which are available
to its employees in Hong Kong. Contributions to the MPF
Scheme by the Group and employees are calculated as
percentages of employees’ basic salaries. The retirement
benefit scheme cost charged to the consolidated income
statement represents contributions payable by the Group to
the MPF Scheme.

Pursuant to the relevant regulations in the PRC, the Group
has participated in a local municipal government retirement
benefit scheme (the “Scheme”), whereby the Group is
required to contribute a certain percentage of basic salaries
of its employees to the Scheme to fund their retirement
benefits. The local municipal government undertakes to
assume the retirement benefits obligations of all existing
and future retired employees of a subsidiary in the PRC.
The only obligation of the Group with respect to the Scheme
is to pay the ongoing required contributions under the
Scheme mentioned above. The Group’s contributions to the
Schemes are expensed as incurred.

The assets of the MPF Scheme and the Scheme are
held separately from those of the Group in independently
administered funds.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value shares that have been
issued. Any transaction costs associated with the issue of shares
are deducted from share premium (net of any related income
tax benefits) to the extent that they are incremental costs directly
attributable to the equity transaction.

Revenue recognition

Revenue arising from sale of properties held for sale are
recognised when the significant risks and rewards of ownership
of these properties held for sale have been transferred to the
purchasers and the Group retains neither continuing involvement
to the degree usually associated with ownership nor effective
control over properties held for sale. The transfer of risks and
rewards of ownership is evidenced by the passing of possession of
properties to the buyer when the property hand-over confirmation
is executed by the Group and the buyer. Deposits and instalments
received from purchasers prior to this stage and pre-sale are
included in current liabilities and are not recognised as revenue.
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Notes to the Financial Statements (cont'a)
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(u)

(v)

(w)

Revenue recognition (Cont'd)

Rental income receivable under operating leases is recognised
as revenue in the consolidated income statement in equal
instalments over the accounting periods covered by the lease
terms. Lease incentives granted are recognised in the consolidated
income statement as an integral part of the aggregate net lease
payments receivable. Contingent rentals are recognised as income
in the period in which they are earned.

Management fee income is recognised as revenue when the
agreed services are provided.

Dividend income is recognised as revenue when the right to
receive payment is established.

Interest income is recognised as revenue on a time proportion
basis using the effective interest method.

Borrowing costs

All borrowing costs are expensed as incurred.
Related parties

A party is considered to be related to the Group if :

(i) directly, or indirectly through one or more intermediaries,
the party :

- controls, is controlled by, or is under common

control with, the Company/Group;

- has an interest in the Company that gives it
significant influence over the Company/Group;

- has joint control over the Company/Group;

(ii)  the party is an associate;
(iii)  the party is a jointly-controlled entity;

(iv)  the party is a member of the key management personnel of
the Company or its parent;

(v)  the party is a close member of the family of any individual
referred to in (i) or (iv);

(vi)  the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting
power in such entity resides with, directly or indirectly, any
individual referred to in (iv) or (v); or

(vii)  the party is a post-employment benefit plan for the benefit
of employees of the Company/Group, or of any entity that is
a related party of the Company/Group.

3.

(u)

(v)

(w)

For the year ended 31 December 2007
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Notes to the Financial Statements (conta)

For the year ended 31 December 2007
HE-_ZTLHF+ A=+ RALFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(x)

Segment reporting

In accordance with the Group’s internal financial reporting, the
Group has determined that business segments be presented as
the primary reporting format and geographical segments as the
secondary reporting format.

In respect of business segment reporting, unallocated costs
represent corporate expenses. Segment assets consist primarily
of investment properties, deferred tax assets, properties held
under development, properties held for sale, inventories, accounts
receivable, deposits paid, prepayments and other receivables,
pledged bank deposits and cash at banks and in hand, and
exclude unallocated corporate assets. Segment liabilities comprise
operating liabilities and exclude items such as provision for tax,
certain corporate borrowings and convertible notes.

Capital expenditure comprises additions to property, plant and
equipment, investment properties and fair value adjustments on
investment properties.

In respect of geographical segment reporting, revenue is based on
the country in which the customer is located and total assets and
capital expenditure are where the assets are located.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

(a)

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

(i) Estimated fair value of investment properties

The investment properties of the Group were stated at
fair value in accordance with the accounting policy stated
in note 3(g). The fair value of the investment properties
are determined by a firm of independently qualified
professional surveyors and the fair value of investment
properties as at respective year end are set out in note 14.
Such valuations were based on certain assumptions, which
are subject to uncertainty and might materially differ from
the actual results.
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Notes to the Financial Statements (cont'a)
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4.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

(Cont’d)

(a)  Critical accounting estimates and assumptions (Cont'd)

(i)

(i)

(iii)

(iv)

Estimated fair value of investment properties (Cont'd)

In making the judgement, consideration has been given to
assumptions that are mainly based on market conditions
existing at the balance sheet dates and appropriate
capitalisation rates. These estimates are regularly compared
to actual market data and actual transactions entered into
by the Group.

Impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy. The
recoverable amounts of cash-generating unit have been
determined based on value-in-use calculations. These
calculations require the use of estimates. Details of the
assumption used are set out in note 12.

Net realisahble value of properties held for sale and
properties held under development

Management determines the net realisable value of
completed properties held for sale by using prevailing
market data such as most recent sale transactions and
market survey reports available from independent qualified
professional surveyors, and internal estimates of costs
based on quotes by suppliers.

Management's assessment of net realisable value of
properties held under development requires the application
of a risk-adjusted discount rate to estimate future
discounted cash flows to be derived from these properties.
These estimates requires judgement as to the anticipated
sale prices by reference to recent sales transactions in
nearby locations, rate of new property sales, marketing
costs (including price discounts required to stimulate
sales) and the expected costs to completion of properties,
the legal and regulatory framework and general market
conditions.

Impairment of accounts receivable

The Group’s management assesses the collectability of
accounts receivable. This estimate is based on the credit
history of the Group’s customers and the current market
condition.

Management reassesses the impairment provision at each
balance sheet date.

For the year ended 31 December 2007
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Notes to the Financial Statements (cont'a)

For the year ended 31 December 2007
HE-_ZTLF+ A=+ RALFE

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

(Cont’d)

(b)  Critical judgements in applying the entity’s accounting policies

(i)

(ii)

Revenue recognition

The Group has recognised revenue from sale of properties
held for sale during the year as disclosed in note 5. The
assessment of when an entity has transferred the significant
risks and rewards of ownership to a buyer requires
examination of the circumstances of the transaction. In
most cases, the transfer of risks and rewards of ownership
coincides with the transfer of the legal title or the passing
of possession to the buyer. The Group believes that
its recognition basis of sales as set out in note 3(u) is
appropriate and is in line with the current practice adopted
in the PRC.

Taxation

The Group is subject to taxation in various jurisdictions.
Significant judgement is required in determining the
amount of the provision of tax and the timing of payment
of the related taxation. Where the final tax outcome is
different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in periods in which such determination are
made.

The Group is subject to LAT in the PRC. However, the
implementation and settlement of this tax varies among
various tax jurisdictions in cities of the PRC, and the
Group has not finalised for certain its LAT calculation
and payments with any local tax authorities in the
PRC. Accordingly, significant judgement is required in
determining the amount on the appreciation of land
value and its related LAT. The Group recognised LAT
based on management’s best estimates according to the
understanding of the tax rules.

During the year, the Group incurred LAT of approximately
HK$7,918,000 (2006: HK$9,141,000) which was
charged to the consolidated income statement as taxation.
The directors considered the amount charged to the
consolidated income statement to be adequate as this is
calculated according to the method which is in compliance
with the existing rules and interpretation of LAT.
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Notes to the Financial Statements (cont'a)
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

5. REVENUE AND OTHER INCOME W R HAU A
Revenue, which includes the Group’s turnover, other revenue and other W PEAEERAFTERRANE X  Emlkask
income recognised during the year are as follows : HiA - 25T -
Group
REE
2007 2006
HK$’000 HK$'000
FHE T FABT
Revenue =
Turnover e
Proceeds from sale of properties HEFEYE
held for sale e zIa 175,679 201,135
Rental income B WA 8,881 1,293
Management fee income EIEEIWA - 5,363
184,560 207,791
Other revenue H bz
Laundry service income YER RIS U A - 166
184,560 207,957
Other income Hilr A
Gain on partial disposal of interests HEZD B A RS =
in subsidiaries 22,204 -
Interest income L BYA 7,104 3,322
Exchange gain, net B 5 Uz SRR 1,078 =
Others Hih 632 819
31,018 4141
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For the year ended 31 December 2007
HE-_ZTLF+ A=+ RALFE

Notes to the Financial Statements (cont'a)

S E T ELNEAC )

6. SEGMENT INFORMATION - GROUP

(a)

Primary reporting format — business segments

The Group is organised into two main business segments:

Property development

Property investment and leasing :

Property development and
sale of properties
Property rental

Inter-segment sales are charged at prevailing market prices.

6. TEEN-KH
EEREHR - $HS B

(a)

AEEEBD SMEEEDE

MEER

WMEKERMEE

MEMRE

DU REE T -

C MEBRRHEYE

2007
Property
Property investment
development and leasing Elimination Total
MERE
L E: 4 k#EE H8H &5t
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FHET FHET
Revenue : Wr2s -
External customers INRRE 175,679 8,881 - 184,560
Inter-segment sales DEEHE - 50 (50) -
Total segment revenue o Ep I 175,679 8,931 (50) 184,560
Other income Hibug A - 14,058 - 14,058
Total revenue U 175,679 22,989 (50) 198,618
Segment results DR 50,222 20,769 - 70,991
Other corporate income HEaAaA 31,018
Unallocated expenses RAABEF (48,724)
Finance costs & B A (12,975)
Share of results of associates FEIGEEE AR ELE 21,417
Profit before taxation BRFH AT F 61,727
Taxation | (16,162)
Profit for the year FEAF] 45,565
Segment assets DEBEE 628,622 388,255 = 1,016,877
Unallocated assets RAOBLEE 312,766
Total assets HEE 1,329,643
Segment liabilities SEAGE 244,894 115,133 - 360,027
Unallocated liabilities AOEAaE 122,433
Total liabilities EEE 482,460
Other segment items: HAhoEpIEE
Capital expenditure BARS
— Segment — - 98,827 - 98,827
— Unallocated — RO 5,677
104,504
Depreciation hE
— Unallocated — RO 2,392
Fair value adjustments on REMERNAREBEFE
investment properties - 14,058 - 14,058
FERRERAT —TELEER 65
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

6. SEGMENT INFORMATION — GROUP (cont) 6. PEER-KE®)
(a)  Primary reporting format — business segments (Cont'd) (a) FEBREFN-—EKDIHE)
2006
Property
Property  investment Other
development  and leasing operations  Elimination Total
MERE
MEER MEE Efh 275 8K =1
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT BT FAT FAT FABT
Revenue: 25 -
External customers INRBE 201,135 1,293 5,529 - 207,957
Inter-segment sales D EBEIHE - 144 - (144) =
Total segment revenue 7 ERKA L 5 201,135 1,437 5,529 (144) 207,957
Other income HAplg A = 50,620 = = 50,620
Total revenue BT 201,135 52,057 5,529 (144) 258,577
Segment results DEREELS 85,860 51,445 486 — 137,791
Other corporate income HaAaug A 4,141
Unallocated expenses ROBEFELZ (34,856)
Finance costs RE RN (5,180)
Share of results of associates i3 NE 19,147
Profit before taxation BRF Al Z F 121,043
Taxation FiE (43,893)
Profit for the year FERAF 77,150
Segment assets DEPEE 195,613 180,590 = = 376,203
Unallocated assets ADEEE 225,919
Total assets BEE 602,122
Segment liabilities HEAE 106,519 8,689 - - 115,208
Unallocated liabilities AOMRAaRE 17,754
Total liabilities BaE 132,962
Other segment items : HithnEfIEE
Capital expenditure BEARRE
- Segment — =8 - 6,783 - - 6,783
— Unallocated — RO 3,674
10,457

Depreciation e
— Unallocated — RO 1429
Fair value adjustments on EMENNR BEFAE

investment properties — 50,620 — — 50,620

66 New Heritage Holdings Ltd. Annual Report 2007



Notes to the Financial Statements (cont'a)

For the year ended 31 December 2007
HE-_ZTLF+ A=+ RALFE

6.

SEGMENT INFORMATION — GROUP (conta)

(b)  Secondary reporting format — geographical segments

No geographical segments information is presented as the
operations, major customers and assets of the Group are
substantially located in the PRC.

B ISR R M )

TRER -KE @)
(h) REHREHR - A

HAREENER TEEFREAEASLR
R WL 2 P SR -

FINANCE COSTS B A
Group
rEE
2007 2006
HK$’000 HK$'000
FET FAT
Interest charges on borrowing which ARRFRNBEEEN
is wholly repayable within five years: BEFNESEA :
Bank loans RITER 7,163 4,089
Bank overdrafts RITIEX 465 1,091
Other loan HER 73 -
Imputed interest expense on loans LERRRE KA
from minority shareholders FEETFERX 3,741 -
Interest charges on convertible notes AR EE T B 933 -
12,975 5,180
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

8. PROFIT BEFORE TAXATION 8. BRBATER
Group
AEE
2007 2006
HK$'000 HK$'000
FET T
Profit before taxation is arrived at FRAR AT & F THAEH0BR
after charging : THI&IE -
Cost of properties held for sale recognised ERARINEFE

as expense LY EJPWN 117,028 104,027
Depreciation of property, plant and M - BB k&

equipment e 2,392 1,429
Less: amount capitalised in properties W BT RAYIEE AR

held under development OS¢ (10) (694)
2,382 735
Outgoings in respect of investment BRARNFRELRES

properties that generated rental WA Z IR EYZ

income during the year FFS 1,573 395
Operating lease charges in respect of BT RIEFHEE

land and buildings HEEA 1,782 1,068
Loss on disposal of property, plant and HEDE  BENMEE

equipment K& 18 = 1,425
Auditors’ remuneration AT BN & 1,150 850
Staff costs, including directors’ emoluments BIRA (BREESME (#i232(a)

(note 32(a)) and retirement benefits cost KRB &) 30,306 18,852
Employee share-based payment expense PARRAD 2 f-HE B B 2 6,132 7,628
Staff redundancy cost B TIEERE RN = 4,083
Less: amount capitalised in properties held B BRERBRYEEAR

under development HIEEE (8,352) (6,766)
28,086 23,797
Amount recognised as expense for REBRANEFNSHAX

retirement benefits cost g EE 1,589 977
Exchange loss, net Ve 5 E518 5 58 - 39
and crediting : WEETA :

Exchange gain, net B 5 Wz SRR 1,078 -
Gain on disposal of property, plant and HEME - BE REESO R

equipment 6 -
Fair value adjustments on investment TEMEN R BERRE

properties (note (a)) (Kiit(a)) 14,058 50,620
Note: Hiat -

(a) The amounts are included in “Other operating income” on the face of the (a) ZE T AGA WSRO EMEERAIA -
consolidated income statement.
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For the year ended 31 December 2007
HE-_ZTLF+ A=+ RALFE

9. TAXATION

BiTE

S E T ELNEAC )

Group
REE
2007 2006
Notes HK$’000 HK$'000
KiaF Fi&T FHT
(restated)
(#& &%)
Current tax — PRC ENERFE 1 —
— Corporate income tax — MG (a) 12,637 19,718
— LAT — b IRER (b) 7,918 9,141
— Tax refund —iRH (c) (6,207) (3,866)
14,348 24,993
Deferred taxation (note 17) EERE (M1iE17) (d) 1,814 18,900
Total tax charge for the year FEMIBERRE 16,162 43,893
Notes: Hia -

(a)

(b)

(d)

The PRC income tax is computed according to the relevant laws and
regulations in the PRC. The applicable income tax rate was 33% for the
year (2006 : 33%).

Under the Provisional Rules on LAT Implementation Rules of the PRC
implemented on 27 January 1995, all gains from the sales or transfer of
land use rights, buildings and their attached facilities in the PRC are subject
to LAT at progressive rates ranging from 30% to 60% on the appreciation
of land value, being the proceeds of sales of properties less deductible
expenditures including all finance costs and all property development
expenditures. There are certain exemptions available for the sale of ordinary
residential properties if the appreciation values do not exceed 20% of the
total deductible items (as defined in the relevant PRC tax laws). Sales of
commercial properties are not eligible for such an exemption.

According to approval documents dated 25 December 2007 issued
by #IN S BMEEMEBERFE B, New Heritage Development
Limited, a subsidiary of the Company, received amounts of approximately
RMB6,027,000 (2006 : RMB3,979,000). The amount represented
tax refund obtained by New Heritage Development Limited under the
reinvestment tax refund scheme in accordance with the relevant laws and
regulations in the PRC.

During the 5th session of the 10th National People’s Congress, which
was concluded on 16 March 2007, the PRC Corporate Income Tax Law
was approved and would become effective on 1 January 2008. The New
Corporate Income Tax Law introduces a wide range of changes which
include, but are not limited to, the unification of the income tax rates for
domestic-invested and foreign-invested enterprises at 25%. Accordingly,
the deferred taxes as at 31 December 2007 that are expected to be utilised
in year of 2008 and onwards have been provided at an enacted corporate
tax rate of 25% (2006 : 33%).

Hong Kong profits tax is computed at the rate of 17.5% (2006 : 17.5%)
on the profit for the year. No Hong Kong profits tax has been provided as
the Group had no estimated assessable profit for the year (2006 : Nil).

(a)

(b)

(c)

(d)
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

9. TAXATION (contd) 9. BE®E)
Reconciliation between tax expense and accounting profit at applicable B AR R A EN S BAERNT ¢
tax rates is as follows :
Group
AEE
2007 2006
HK$’000 HK$'000
FET FHBxT
(restated)
(58 =51))
Profit before taxation B F5 AT Z2 F 61,727 121,043
Tax on profit before tax, calculated at the RAEBHKREER AL EF
rates applicable to profits in the tax AR R ERR T AT
jurisdiction concerned AR FiIE 19,683 37,154

Tax effect of non-deductible expenses AR IR G S T S & 3,844 1,205

Tax effect of non-taxable revenue BERBR SRS 2 (6,742) (3,118)

Tax effect of lower tax rate used for the FHE A A RERIR R T /Y

recognition of deferred tax TR FTE TSR 2 (3,277) =

Tax refund RFR (6,207) (3,866)

LAT charge TR ER S H 7,918 9,141

Others Hih 943 3,377

Total taxation charge FiIg4a%E 16,162 43,893

10. DIVIDENDS 10. RE
Dividends attributable to the year : NEFERERE.
(i) Cash dividend (i) HeRE
Group
rEH
2007 2006
HK$'000 HK$'000
FET FAT
Proposed final cash dividend BRAHIR IR E TR
of 1 HK cent T mAR 1AL
per ordinary share (2006 : 1 HK cent  (ZZE X4 : &)
per ordinary share) TBARLAAL) 11,283 7,135
The final cash dividend proposed after the balance sheet date has SEEHENER ARSI EW RN EE AE
not been recognised as a liability at the balance sheet date, but REAE  BEIEFEHNREENDIK
reflected as an appropriation of retained profits for the year.

(i) A bonus share dividend of 1 ordinary share per 50 ordinary shares (i ARERBEZZTETAF+_A=+—HIEF
in issue was proposed after the balance sheet date for the year ERNEEHEERMT0RE 17T BRIK
ended 31 December 2006 and subsequently approved and issued BT BRAIEALAIRE - EENERNER
during the year as set out in note 27(d). No bonus share dividend is AERET(RWE27(d) - KRR EEZIK
proposed for the year ended 31 December 2007. BRERE-—TTHEF A=+ —HILFEEMNLD

% o
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For the year ended 31 December 2007
HE-_ZZLF+-_A=+T—RHILFE

11.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the profit
attributable to equity holders of the Company of approximately
HK$36,115,000 (2006: HK$73,316,000) and on weighted average of
866,334,121 (2006: 708,117,415, as adjusted for ordinary shares issued
on bonus issue and rights issue) ordinary shares in issue during the year.

In the calculation of the diluted earnings per share attributable to the
equity holders of the Company for the year ended 31 December 2007,
the potential shares arising from the conversion of the Company’s
convertible notes would increase the earnings per share attributable to
the equity holders of the Company and was not taken into account as
they had an anti-dilutive effect. Therefore, the diluted earnings per share
attributable to the equity holders of the Company for the year ended
31 December 2007 is based on the profit attributable to the equity
holders of the Company of HK$36,115,000 and on the weighted average
of 866,882,894 ordinary shares outstanding during the year, being the
weighted average number of ordinary shares of 866,334,121 used in
basic earnings per share calculation adjusted for the effect of share
options issued of 548,773.

No diluted earnings per share is calculated for the year ended
31 December 2006 since the exercise price of the Company’s share
options was higher than the average market price for the year.

11.

S E T ELNEAC )

BRER

BRABFNDEAARAEZFZEARGRFLD
36,115,0005 7T ( =B E /N4 | 73,316,000/ 7T) &
FREHTE %HX866334121HX(:$g/\$
708,117,4150% ' EMBITARMEBNE LT EE
BRAEH FHR) A PO Bt & -

HEHE—ETLF+ A=+ —HLEFENEA
BEFE ARLSREERTR - KBARQ 7—Hﬁﬂx
EREENBERGSEINARRERIEEARBGE

&R - EREHERNAREETYE  MIWBAR -
Bt - B2 —FTLF+_A=1+—RLEFENER

AR A ARGEREERMNRARREERE
AFEAE B 4936,115,00078 7T & F A E B 1T AR
866,882,894k ) IR T 19 BT H - BIEHEEHIT
fBRRRESA8 773 B MM T B S IRE AR B AR FT A
B & 3 AR866,334, 121 AR Y N5 8K -

HRBE—ZTRNFT_A=+—HLFE AR
BERENTEESNFEAFIOHE - Bt HEs ”*i
REERT -
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Eﬂﬁﬁ% MﬂL%I(,%) %ﬁﬁ:gzﬁtﬁﬂ-:ﬁ =t-RAILEE

12.

GOODWILL 12. B8
Group
rEH
2007 2006
HK$'000 HK$'000
FET FBT
Gross amount FEE ]
Balance at 1 January and 31 December R—A—BR+-—A=+—H#&% 37,048 37,048
The goodwill at 31 December 2007 comprises mainly goodwill REEELF+ A=+ BNRETEaEKES
arising from the acquisition of New Heritage Investments Limited HZEAR A FEEREEL33,672,0008 7T ©

of approximately HK$33,672,000.

The recoverable amount for the cash-generating units, the underlying BREFMELCEERARIRSELEM - FBEEE KD
hotel and property operations, in relation to New Heritage Investments FEBRAREEDIREREBSE - AREFFAN
Limited was determined based on value-in-use calculations, covering 13FHTEE R (7E*) A7.83% (=T ZT/NF : 3.75%)
a detailed 13-year budget plan (note*) discounted at a rate of 7.83% PraEests -

(2006: 3.75%).

2 The value-in-use calculations use cash flow projections based on a five * FERBETEEERARBIRSE S B0 HETEA
year projection of the relevant cash-generating unit with a growth rate of REENRESREEN - WIRAFARIERERLL%
11% (2006 : 10%). Cash flows beyond the five-year period are extrapolated (ZZTRF : 10%)51E - AFHBENUIIMIBEERE
assuming a nil growth rate. AR T R BN RRSRHETE

The Group management’s key assumptions for the Group have been AEEEREHAEENEEBRZRNBRESERITE

determined based on past performance and their expectations for BREREEMISERNEERETE - FTERRINE

the market development. The weighted average growth rate used is 15 38 = =R B AR B A B ) AR EE AR (B R S R R AR Y

consistent with the growth rate of Gross Domestic Products Index in the P& o Fr{E FARIBRIR R A AR R T BRI S

PRC. The discount rate used is pre-tax and reflects specific risks relating EBNBENFERRE

to the relevant cash-generating unit.

Management also believes that any reasonably possible change in the EEENMEE 0 EERERPEMER AU EZER AT 58
key assumptions on which the recoverable amount is based would not YT TEYHERAERRE T EIZE -

cause the carrying amount of goodwill to exceed its recoverable amount.

Apart from the considerations described above in determining the value bR EETRESEEEMAERABENENORIN « K
in use of the cash-generating units, the Group’s management is not SEEIRE B A AE (AT H A 7] g & )i Ak
currently aware of any other probable changes that would necessitate HrAEEBENER -

changes in their key assumptions.
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For the year ended 31 December 2007 2 .

BE-TEE A=t ALEE B iR R M aE )

13. PROPERTY, PLANT AND EQUIPMENT - GROUP 13. Y% BRERRZRE-I&HE
Operating

Leasehold Motor and office Furniture

Buildings improvements vehicles equipment  and fixtures Total
HE BHER e

g5 L/E+:30 RE BAERE REE st

HK$'000 HK$°000 HK$’000 HK$°000 HK$’000 HK$'000
TET FTHET FHET TET FHET TET

At 1 January 2006 R-BTARE

—HA—H
Cost AN 12,349 1,462 2,084 20,344 665 36,904
Accumulated depreciation RETITE (2,529) (662) (1,493) (17,848) (266) (22,798)
Net book amount BRE F 58 9,820 800 591 2,496 399 14,106
Net book value BREEE
At 1 January 2006 R-TTRF

—H—H 9,820 800 591 2,496 399 14,106
Additions INE - 1,910 - 1,220 544 3,674
Disposals HeE (719) (540) (18) (133) (21) (1,431)
Depreciation e (232) (508) (125) (399) (165) (1,429)
Exchange differences [ 5, =58 362 18 19 119 4 522
At 31 December 2006 RIBEXE

+=A=+—H 9,231 1,680 467 3,303 761 15,442
At 31 December 2006 R-BTARE

+t=HA=+—8
Cost A 11,938 2,629 1,975 5,497 1,144 23,183
Accumulated depreciation RETITE (2,707) (949) (1,508) (2,194) (383) (7,741)
Net book amount BRE F 58 9,231 1,680 467 3,303 761 15,442
Net book value BREEE
At 1 January 2007 R-TTLF

—H—H 9,231 1,680 467 3,303 761 15,442
Additions NE - 3,595 704 756 622 5,677
Disposals HE - = (125) (5) (4) (134)
Revaluation upon transfer to LEb et i

investment properties & 2,119 = = = = 2,119
Transfer to investment EER I EYE
properties (note 14) (Hfat14) (4,045) — = = = (4,045)

Depreciation e (232) (855) (189) (861) (255) (2,392)
Exchange differences MEH =58 521 144 24 226 20 935
At 31 December 2007 R-ZELF

+=A=+—H 7,594 4,564 881 3,419 1,144 17,602
At 31 December 2007 R-ZEELHF

+=BA=+—H
Cost AN 9,957 6,409 2,559 6,657 1,795 27,377
Accumulated depreciation RiE (2,363) (1,845) (1,678) (3,238) (651) (9,775)
Net book amount BRE R EE 7,594 4,564 881 3,419 1,144 17,602

FEERARAT —BELEER 73



Notes to the Financial Statements (cont'a)

IR zR M= )

13. PROPERTY, PLANT AND EQUIPMENT - GROUP (Cont'd)

14.

Depreciation expenses have been included in:

For the year ended 31 December 2007

BEz—%

FERXBREETHIEE

TEE+ A=+ RALFE

13. ¥  BERRZRE -—LEE (&)

2007 2006
HK$'000 HK$'000
FHE T FABT
Consolidated balance sheet meEEAGER
— capitalised in properties — R ERPYEER
held under development 10 694
Consolidated income statement AR
— cost of sales — SHERA 62 39
— administrative expenses —1THRAX 2,320 696
2,392 1,429
INVESTMENT PROPERTIES 14. BEYE
Group
REH
2007 2006
HK$’000 HK$'000
FHET T
Carrying amount at 1 January R—A—BEmE 180,475 110,073
Additions INE 98,827 6,783
Transfer from property, EEYIHE - HERXE (H713)
plant and equipment (note 13) 4,045 -
Transfer from properties held SEIREGERPYE
under development on (H15#18)
completion (note 18) - 7,378
Fair value adjustments N BEAR 14,058 50,620
Exchange differences ME 5 =% 13,462 5,621
Carrying amount at 31 December R+ —=—A=1+—H8Km|mE 310,867 180,475

At 31 December 2007, certain investment properties of approximately
HK$129,470,000 (2006: Nil) were pledged to secure certain bank loans
granted to the Group (note 25(b)).

Investment properties included leasehold interest in land located in the
PRC with lease terms expiring from 2061 to 2075.

The fair value of the investment properties at 31 December 2007 was
based on the valuation by DTZ Debenham Tie Leung Limited (“DTZ"),
a firm of independent qualified professional surveyors. Valuations were
based on the properties’ open market value on 31 December 2007. The
properties have been valued by direct comparison method by making
reference to comparable sales evidence as available in the relevant market
and where appropriate, by capitalising the net rental income derived
from the existing tenancies with due allowance for the reversionary
potential of the respective properties as at the reporting date.

R-ZEE+F+-HA=+—H - £129,470,000&T(—=F
TRF - BNETREMED TEA - UIERAEEER
& FRITER(MIEE25(b)) °
REWEBRBMNATEO LA EESZS  HEHEN-F
NERE T LRESHMER °

ZERBMER _ZEZLF+-A=+—HNRAEBED
KBBILAER %%ﬁwzﬁﬂiﬁmﬁ%ﬁﬁﬁﬁ A(EER
TDFTETHRHE - RAEDRBYMER _ZTLF+-A
=t BNARMEEE - XSYEDE2RNEE BB
ERETS LA AL RN EERPIAB R L EEETR
B YREE Etéth/J?Qﬁ&fﬂiﬁﬁﬁﬁﬁuﬁz)\ﬁagﬁﬁﬁi
BERMERRE AN EE DB IERMOEE
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Notes to the Financial Statements (conta)

BTSRRI )

15. INTERESTS IN SUBSIDIARIES 15. RIEB A RINELR
(@) Investments in subsidiaries (a) MRKHEBEARNERE
Company
AT
2007 2006
HK$’000 HK$'000
FET T
Unlisted, at cost JE LT - RAKANE 111,652 110,676
Fair value of financial guarantee BF—HEMEBATH
granted to a subsidiary (note 35)  BASHEREI R EE (A75£35) 7,179 8,500
118,831 119,176
As at 31 December 2007, the Company had direct and indirect RZZFZ+LF+=—_A=1+—H x2aKR T3
interests in the following subsidiaries, each of which is a limited WEBARI(HABRAR)REE &K EERAE
liability company : i
Issued and fully
Place of paid ordinary
incorporation/ share capital/ Attributable equity Principal activities
Company name establishment registered capital interest (Place of operations)
HRAL/ BRTRER
NEER RIbY LRRA/ERER Bk RAER TEEH(EXBY)
Directly Indirectly
E# Gk
New Heritage Corporation Limited British Virgin Islands 347 shares of US$1 each 100% - Investment holding
(FrEh%ERAR) (“BvI") UTEEREEIET RARR
AERARES
Accordcity Limited BVI 102 shares of US$1 each - 100% Investment holding
ARGRREE 102k BREEIET RERR
New Heritage Development Limited ~ Hong Kong 156 shares of HK$1 each - 90% (2006: 100%) Investment holding
HEERARRA A 156 ERAEELET RARR
New Heritage Investments Limited Hong Kong 6,260,000 shares of HK$10 each - 100% Investment holding
MECEERAR A 6,260,000 Bk E(E10/ET RERR
New Heritage Group Limited BVI 2 shares of US$1 each - 100% Investment holding
(2EEARAR) ERERRES MrBREELIET RARR
New Heritage (IP) Limited BVI 1 share of US$1 each - 100% Holding of trademark of
Gn2(E%)8BAR) RERAREE IREREREIET the Group
FAASERE
New Heritage Land Limited Hong Kong 1 share of HK$1 each - 100% Investment holding
MEEERAR) i IREREBLET REARR
New Heritage Management Limited ~ Hong Kong 1 share of HK$1 each - 100% Administration vehicle of
MEEBARAR Bk IREREBLIET the Group (Hong Kong)
REAERTRIEER)
New Heritage Properties Limited Hong Kong 1 share of HK$1 each - 100% Investment holding
MENFBRAR &k IREREBLET RERR
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HE-_ZZLF+_A=1+—HULFE

15. INTERESTS IN SUBSIDIARIES (Contd) 15. RMBRATNRE (&)

REBARINRE (&)

(a) Investments in subsidiaries (Cont'd) (a)

Issued and fully

Place of paid ordinary
incorporation/ share capital/ Attributable equity Principal activities
Company name establishment registered capital interest (Place of operations)
EREL/ BETRAR
RAER R BERE/ZRER EhRAER TEXB(EXLH)
Directly Indirectly
HE 3
Suzhou Garden Villa Development & ~ PRC US$12,150,000 - 86% (2006: 95%) Properties development and
Management Co., Ltd. e 12,150,000%70 investment (PRC)
HNGERRRERER MEERRRE (PE)
BRAR
b g R ) PRC US$100,000 = 100% Property development and
BEARAR (&) HE 100,000 T consultative service (PRC)
(in liquidation) NEERRFARS(PE)
World Margin Limited Hong Kong 800,000 shares of HK$1 each - 100% Treasury vehicle of the Group
trRER AR B 800,000 ERAELET (Hong Kong)
REASENHETIE(EHE)
Suzhou New Heritage Wuzhong PRC 1US$9,300,000 - 54% (2006: 100%) Properties development and
Limited HE (2006: US$6,500,000) investment (PRC)
B EGRAA 9,300,000 T NREERREE(PE)
(ZZTRF £ 6,500,000%TT)
Prosper View Group Limited Hong Kong 10,000 shares of HK$1 each - 46% (2006: 100%) Investment holding
BASEERAR A (2006: 1 share of HK$1 each) REER
10,0005 EREELET
(Z2%5% : IRBREELST)
Sunny Castle Holdings Limited BVI 1 share of US$1 each - 100% Investment holding
ERERRHS \REREELIET RARR
Suzhou New Heritage GF Limited” PRC 1S$26,600,000 - 55% Properties development and
BMFAREERAR HE 26,600,000E 7T investment (PRC)
NEERREE (E)
Ever Rise Group Limited” BV 1 share of US$1 each - 100% Investment holding
RASEERAT KEERRAHS IREREELIET RERR
Eversea Enterprises Limited” BVI 1 share of US$1 each - 100% Investment holding
KEREERDAN EREBRES \RkBREEIET RERR
Silk Dragon Limited” HK 1 share of HK$1 each - 100% Investment holding
CRBRARA Bl IREREELET RERR
Everlong Investments Limited” BVI 1 share of US$1 each - 100% Investment holding
BEREARARN EREBRES \RBREELIET RERR
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HE-_ZTLF+_A=+—RALFE

15. INTERESTS IN SUBSIDIARIES (Contd)

(a)

(b)

Investments in subsidiaries (Cont’d)

Notes to the Financial Statements (conta)

BTSRRI )

Issued and fully

15. RBLQRNRE %)

(a) RHWEQRNRKRE (&)

Place of paid ordinary
incorporation/ share capital/ Attributable equity Principal activities
Company name establishment registered capital interest (Place of operations)
ERRL/ BRTRAR
NEER R % LRRE/ERER B R A RS TEXB(EXLH)
Directly Indirectly
E# &
Sunny Dragon Holdings Limited? BVI 1 share of US$1 each - 100% Investment holding
JBERRERA T LEERRES IREREELIET RERR
Grace Gain Group Limited® HK 1 share of HK$1 each - 100% Investment holding
BEEEERAR &# IREREELET RARR
Suzhou New Heritage WZA Limited* ~ PRC US$5,000,000 - 100% Properties development and
BNFENEERAFN P 5,000,000E 7T investment (PRC)
NEEREREE (PE)
Grand Gateway International LimitedA  BVI 1 share of US$1 each - 100% Investment holding
ERERERART ZBERREHS IREREBEIET RARR
Power Castle Holdings Limited” BVI 1 share of US$1 each - 100% Investment holding
HEERERAR! AEABRES \REREBELIET RERR
Net Gold Investments Limited” HK 1 share of HK$1 each - 100% Investment holding
BERERRANAN Bk IREREELET RARR
Cortland Group Limited” BVI 1 share of US$1 each - 100% Investment holding
AEABRES \REREBELIET RERR
Healthy Castle Investments Limited® ~ BVI 1 share of US$1 each - 100% Investment holding
FRREFRAN ERAERERES IREREELIET RARR
A These subsidiaries were incorporated/established by the Group 2 ZEWBARRENAAEB MK &
during the year. AVAL

Amounts due from subsidiaries

The amounts due are unsecured, interest-free and repayable on

demand.

(b) FEWKHIEARRE

ZEFIRTEER - 2B RANBREHEE -

HRERERAR
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

16. INTERESTS IN ASSOCIATES 16. NEE A RRVER
Group
rEHE
2007 2006
Notes HK$’000 HK$'000
KaE T T FABT
Share of net assets EIEFEE (a) 111,887 96,686
Amount due from an associate FE U — R & A BIRUSRIE (b) 572 537
112,459 97,223
Notes: et -
(a) Particulars of associates as at 31 December 2007 are as follows: (@) R-ZZTLF+-A=+—BHEARNFEET :
Place of
incorporation/
establishment Percentage of
Company name and operation interest held Principal activities
AEEHB SEM BRI, BRI % & S it B FiEEA DL FEEK
Beijing Landmark Towers Co., Ltd. PRC 30.05% Hotel ownership and
IER=EAANERRAR i property investment
BHBE RMEERE
China Malls Limited Hong Kong 36% Investment holding
PR A A B HEER
(b)  The amount due is unsecured, interest free and not repayable within (b) RRFEAERER 28 BEEAETTZEAR
12 months from the balance sheet date. BAEE -
() Summarised financial information of associates: () HEATMBERBMAT
2007 2006
HK$'000 HK$'000
FHET FAT
Revenue gy 287,337 244,023
Profit after taxation g EF| 67,006 63,745
Non-current assets ERBEE 542,854 513,852
Current assets mENEE 50,743 23,816
Current liabilities mEBaE 175,267 174,484
Non-current liabilities ERHAEGE 44,954 42,033
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

17.

DEFERRED TAXATION

Deferred taxation is calculated under the balance sheet liability method
using the applicable tax rates at balance sheet date.

17.

S EELNEAC )

IESER

EEHBIRNEERANEERBERABERERRE

The movement in deferred tax assets/(liabilities) arising from temporary TR EAESNEEHIBEE(AE)NEHET :
differences are as follows:
Group Company
AEH P ON|
Fair value
adjustments Inrespect  Convertible Convertible
on investment  of provision  notes equity notes equity
properties for LAT reserve Total reserve
REME BB WRREE ARKREE
AREERE HERRE EifwE @t ERRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET TR TET TET
(restated) (restated)
mE3| K]
Balance at 1 January 2006 RZZERF—A—AMEs (5,052) = - (5,052) =
Deferred tax (charged)/credited RIS R A (0R) /=
to the income statement (note 9) ERFE(H129) (21,319) 2,419 - (18,900) -
Exchange differences i =R (411) - - (411) -
Balance at 31 December 2006 and R-ZEZEXE+-A=1+—HR
1 January 2007 “ZTHE-A-RNEH (26,782) 2,419 = (24,363) -
Deferred tax charged to equity PER ARG ELR 1B = - (639) (639) (639)
Deferred tax (charged)/credited to RUERA (k) /BT
the income statement (note 9) EERIB(H779) (1,210) (663) 59 (1,814) 59
Exchange differences [EH =% (2,011) 10 - (2,001) -
Balance at 31 December 2007 R-ZEEtE+-A=T-BW&EH (30,003) 1,766 (580) (28,817) (580)
The following is the analysis of the deferred taxation balances for MUBHREENMS - BERIBASROITOT -
financial reporting purposes:
Group Company
AEH RAF]
2007 2006 2007
HK$’000 HK$ 000 HK$’000
FE T T FHET
Deferred tax assets FEFIBE = 1,766 2,419 =
Deferred tax liabilities FEEFIBAE (30,583) (26,782) (580)
(28,817) (24,363) (580)
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17.

DEFERRED TAXATION (contd) 17

The amounts of the deferred tax credit not recognised during the year
are as follows :

For the year ended 31 December 2007
HE-_ZTLF+ A=+ RALFE

ERERLIE (42)

FARERE LS BT AR T

Group

AEH
2007 2006
HK$'000 HK$'000
FHET FHAT

Tax effect of temporary differences AR BEARNESR=EAPMGTE
attributable to fair value adjustments (HI AR ERTIBER)

net of tax losses not recognised 1,112 1912

18. PROPERTIES HELD UNDER DEVELOPMENT — GROUP 18. REPYE-—XEE
Properties held under development included leasehold interests in land BERAYEDIEAARE LA SR =T F e
located in the PRC with lease terms expiring from 2047 to 2077. ETHEFEROEERES -
As at 31 December 2007, the carrying value of the leasehold interests in R-ZEZLF+_A=+—08 ' ZTHEESM
land amounted to HK$298,045,000 (2006 : HK$78,423,000). BRTEE 298,045,000/ 7T ( ZZZ /54 : 78,423,000
PEIT) ©
As at 31 December 2007, certain leasehold interests in land of RZTZTLF+ZA=+—H ' £42,517,000% T
approximately HK$42,517,000 (2006: Nil) were pledged to secure (ZBTXRF  BNETHHAEERERAEEE
certain bank loans granted to the Group (note 25(b)). BH A TRITE R T AER (T 5E25(b)) ©
A property held under development with carrying value of approximately HE_ZZXE+_A=+—HLEE  FEE
HK$7,378,000 was transferred to investment properties on completion #97,378,0008 TR B E R YN T LR E RITEY)
for the year ended 31 December 2006 as the directors of the Company ¥ ARRREFTRAUYED THERNESHE
considered that this property was held to earn rental or capital IEEE K o
appreciation purpose.
19. PROPERTIES HELD FOR SALE — GROUP 19. FEYEX-—FER
Properties held for sale included leasehold interests in land located in HFEMESEMRPRM LA SERELE  HEHH
the PRC with lease terms expiring from 2061 to 2075. —ERFRE_TTRFERM
As at 31 December 2007, the carrying value of the leasehold interests in R-TELF+-_A=+—8 TS E=ME"
land amounted to HK$1,639,000 (2006 : HK$810,000). {B/41,639,000/ (= Z /R4 : 810,000/%7T) °
20. INVENTORIES - GROUP 20. FE—FKHE
Inventories represent low value consumables carried at cost. FERERNAEARNKESFER -
21. ACCOUNTS RECEIVABLE 21. EWERRX
Group
AEH
2007 2006
HK$'000 HK$'000
FET FHAIT
Accounts receivable FEUBR R 514 -
Less: Provision for impairment loss W OREEEEE - -
514 -
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For the year ended 31 December 2007
HE-_ZTLF+_A=+—RALFE

BTSRRI )

21. ACCOUNTS RECEIVABLE (contd) 21. BWARR(#)
Accounts receivable generally have 30 to 60 days’ credit terms and BRI EEH — KR A30E60K LR - G
no interest is charged. All accounts receivable are denominated in FEURBRE A A RBSEHE - RS B R BRI I BRIR AT
Renminbi. The ageing analysis of the Group’s accounts receivable is as m
follows :
Group
REH
2007 2006
HK$'000 HK$'000
FET TET
Below 30 days 30K 249 -
30 - 60 days 30—60K 129 =
61 - 90 days 61—90K 50 =
91 - 365 days 91 —365K 86 =
514 -
The carrying amount of accounts receivable is considered a reasonable FEUR BE 2 1 BE B 4548 A IR B2 3 158 5 ik AR %1 BR &9
approximation of fair value as this financial asset, which is measured at SREENALEME  FHASHERRSN -
amortised cost, is expected to be paid within a short timescale, such that It WESANESEESE -
the time value of money impact is not significant.
At each balance sheet date, the Group’s accounts receivable are NEEER - AEBEREWERERERETREE - @5
individually determined to be impaired. The individually impaired EREWEEZR (A IIREEZ PR (= Btk (et
receivables, if any, are recognised based on the credit history of its FER Sk /X N 2k R IR TR ) FER - At - B R
customers, such as financial difficulties or default in payments, and T E R o EUEE ST E XS WA
current market conditions. Consequently, specific impairment provision AESEEELWE  WHEZREHNHESHRSEME
is recognised. The accounts receivable represents rental income from EHEERE o
leasing properties. Monthly rents are normally received in advance and
sufficient rental deposits are held to minimise credit risk.
Accounts receivable that were past due but not impaired are related to BEME R EREREWEE TR B EAEEE B I8
independent customers that had a good track record with the Group. ARENBYRE o BIENTLS - MR EEEREE
Based on the past experience, management believed that no impairment HHEEEEWEEEANE - SBER AT AR
allowance is necessary in respect of these balances as there had not Wl 4564 + BARETHE A S S (BT AR E B o
been a significant change in credit quality and the balances were
considered fully recoverable.
22. DEPOSITS PAID, PREPAYMENTS AND OTHER 22, B{{i&% - EAZIER H i fEREIE
RECEIVABLES
Group
REH
2007 2006
HK$'000 HK$'000
TET TATT
Deposits paid and prepayments e RIE IR 233,872 6,377
Other receivables H b e shIE 28,963 4,710
262,835 11,087
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

22. DEPOSITS PAID, PREPAYMENTS AND OTHER 22. Ef#%&% - BN RER M EWRIE

RECEIVABLES (contd) (#)

Deposits paid and prepayments included the following: RS RIERKRIESRAT

(i) A land premium of approximately HK$137,680,000 (2006: Nil) (i)  #9137,680,000/ T ( —ZEZ/NF @ £+
was prepaid for an acquisition of leasehold interests in land KB ASTER AR IS AL AR B ) + 3 A 4
located in the PRC. = o

(i)  On 28 May 2007, the Group entered into a Convertible Note iy RN-ZTEZ+LFRA-1+/\H G KEEHRYTH
Subscription Agreement (the “Agreement |”) with Key Apex BRAR(TEE ) (RARFEHNITESRE B
Limited (“Key Apex”), a company in which Mr. Chan Bernard ERZARN—RES )N A RRE R
Charnwut, a non-executive director of the Company, is a director. WE((E—mEl) - BREFE—Hin:E A&
Pursuant to the Agreement |, on 18 July 2007 the Group paid BR—ZZ+F+A+/\BE R 5KEE
to Key Apex an amount of US$5,500,000 (the “Principal”) to 5,500,000 T ([ A% |) » ARBAIBRKRER
subscribe for the Convertible Note (the “Note 1”). (TE—#=E]) -

Under the Agreement I: BIRE — 1% -

(@) The Note | is not transferable and will be mandatorily and (a) F—HEETAEZE  BRIEEEE DR
automatically converted into 10% of the enlarged issued share RETENRRE SR FER 8T A T E B
capital of Key Apex within three days after the date when Key EEEHE=HR ' Biat B EER A&
Apex has obtained the land use right certificate of a piece of land BAEEITIRAA10% ©
in Jiading District, Shanghai, the PRC specified in the Agreement .

(b)  If Key Apex is unable to obtain the land use right before the (b)  fEElEE R E —HERIR B ER 2 ATAEAEUS T b
maturity of the Note I, the Principal will be repaid in full to the B - AEmASEERSEERS -

Group.

(c)  The Principal is in substance an interest-free prepayment for the (c) HEB—FHEAEQARKENLIHIEEMmMS @ &
purpose of investing in an equity interest in a related company SANE L ARETEMNKIE - Bt - AeE[1E
and is therefore classified as “Prepayments”. F5R78 JFIBR -

Further details of the terms and conditions of the Note | were disclosed FHEBNBGAREHENFEEREARAGT =SS+

in the circular of the Company dated 20 June 2007. FRA-TBTIENBERT T UAREE -

23. ACCOUNTS PAYABLE 23. EIERR
The ageing analysis of the Group’s accounts payable is as follows : AREEEMEFROBRRI O :
Group
REE
2007 2006
Notes HK$’000 HK$'000
izt FET T

Below 30 days 30K AR 1,110 1,205

30 — 60 days 30—60X 196 61

61 - 90 days 61—90X 160 162

91 - 365 days 91 —365k 433 587

Over 365 days 365K E 826 338

Rent received on behalf of landlords REZKREHEE (a) 2,725 2,353

Accrued construction cost and FERTIEEER A R EMIE B

other project-related expenses MR (b) 28,356 13,607
31,081 15,960
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Notes to the Financial Statements (conta)

BTSRRI )

23. ACCOUNTS PAYABLE (conta) 23. BRI E)

Notes : Bz :

(a) Rent received on behalf of landlords comprised net rental received from (a) REFUWEHASEERBEKIMTES - NERINR
tenants after netting off fee charged to them provided by external service RIS FER R B & FT1SF 58 -
providers.

(b) Included in the above amounts are construction cost and other project- (by LileBEEER_ZET+FE+_A=+—HEMNE
related expense payable amounted to approximately HK$28,356,000 SR K E Ath 18 B A8 78 7 X 4928,356,0007% 7T -
at 31 December 2007 which was accrued based on the terms of the ABRBEHERZRERRBEEEERE  R=_FT
relevant agreements and project progress and were not due for payment at tF+Z A=+ —HHRIBFZIM(ZZEZN
31 December 2007 (2006 : HK$13,607,000). 13,607,000/ 7T ) °

24. ACCRUALS, DEPOSITS RECEIVED AND OTHER 24. ESTER - EWiRE R HMESKIE

PAYABLES

Group

REE
2007 2006
HK$’000 HK$'000
FEx FAT
(restated)
(#& &%)
Deposits received (R e 5,376 2,882
Accruals and other payables FEEHE A R E B pE I 23,341 19,080
28,717 21,962

25. BORROWINGS 05, e

Group

TEE
2007 2006
HK$’000 HK$'000
TFHET FATT

Borrowings wholly repayable hFEREREREEZEE
within five years:

— Bank overdrafts RITEX 14,811 15,327

— Bank loans RITER 188,627 30,000

— Other loan HaER 9,630 -

— Loans from minority shareholders DERRRE K 86,206 -

299,274 45,327

Less: Current portion due within & A ERRBBER
one year included under —FAEIHANRNERE S
current liabilities (113,727) (25,327)

Non-current portion included 5 RIERB B BRI FERNERE

under non-current liabilities 185,547 20,000
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Notes to the Financial Statements (cont'a)

IR zR M= )

25. BORROWINGS (cont'd)

Borrowings were repayable as follows :

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

25. BB #)

AEBEENT

Group
rEE
2007 2006
Notes HK$’000 HK$'000
HiaE FET T
Within one year —FR
Bank overdrafts, unsecured RITBEL - mIKE 14,811 101
Bank overdrafts, secured RITEX - HE (a) - 15,226
Bank loans, unsecured IRITER - EIEH 28,000 10,000
Bank loans, secured IRITER - K (b) 59,064 =
Other loan, unsecured HAER - EIKR 9,630 -
Loans from a minority —(DHARRE R - EIEHF
shareholder, unsecured 2,222 -
In the second year MERN
Bank loans, unsecured IRITER - EIKIR 15,000 10,000
Bank loans, secured IRITER - B (b) 5,564 -
In the third to fifth year =ZE ks
Bank loans, unsecured IRITER - EIKE = 10,000
Bank loans, secured IRITER - AEE (b) 80,999 =
Loans from minority DERRRE R - £
shareholders, unsecured (c) 83,984 -
299,274 45,327
Notes: et -
(a) Bank overdrafts as at 31 December 2006 were secured by pledge of bank (@ RIZEZERF+ZA=+—HNRTEIHAEER
deposit of approximately HK$17,975,000 of the Group. ##917,975,0008 TT IR TIF KA VEEIR ©
(b)  Bank loans were secured by pledge of certain investment properties and by RMITEFBAEENETREVERBEZR

(c)

properties held for development of the Group and pledge of bank deposits
of approximately HK$54,606,000 (2006: Nil).

Loans from minority shareholders are initially recognised at fair value
and subsequently stated at amortised cost. The principal amounts of the
loans were approximately HK$97,613,000. The fair value of the loans was
calculated by reference to a market interest rate (“MIR”) for an equivalent
loan. The fair value of the loans at the grant date was approximately
HK$80,243,000, which was calculated using cash flows discounted at MIR
of 6.75% per annum. The residual amount of HK$17,370,000 is accounted
for as capital contribution from the minority shareholders, and included in
minority interest.

(c)

) 5 35 9 DA I 3R 17 17 5K 4K 3 49 54,606,000 78 T
(ZZTREF : BEER -

PEBRRERE AR AN BERR - ERREHKAAR
SRR - ERAEHELI7,613,0008TT - ERAAAR
EES2EZSHEEFOMSFE(TSHE]FE -
REH B HBR SRR 7 B{E#80,243,0008 7T * T3
RERSRERMSHNEGFE 75EBINRFE - S5
17,370,000 TR A BIRFETE AR » WEA AL
RS
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

25.

26.

BORROWINGS (cont'd)

The carrying amounts of the borrowings are denominated in the following
currencies and have the following effective interest rates at the balance
sheet date :

S EELNEAC )

Interest rate
per annum,
effective as at
31 December

25. BE#®)
EERIENATIES RBEMAE  NEEENE
BRFIRLOR
Group
AEH
2007 2006

Interest rate
per annum,
effective as at
31 December

2007 2006

H-gBLE RoTENE

HK$’000 +=—A=+—H HK$'000 +=A=+—H

FRT ERERIE T BRI

Hong Kong dollars BT 68,031 4.29% to 7.25% 45,226 3.30% t0 6.75%

United States dollars = 75,986 6.75% 101 8.00% to 8.25%

Renminbi AR 155,257 5.56% t0 7.01% = N/ATE
299,274 45,327

Borrowings are under floating interest rates.
CONVERTIBLE NOTES

On 10 August 2007, the Company entered into a Convertible Notes
Subscription Agreement (the “Agreement [1”) with Asia Financial
Holdings Limited (“AFH”) and Asia Insurance Company, Limited
(“AICL"). Mr. Chan Bernard Charnwut, a non-executive director of the
Company, is a director of AFH and AICL. Pursuant to the Agreement
II, AFH and AICL agreed to acquire the convertible notes (the “Notes
[1”) at HK$50,000,000 and HK$25,000,000 respectively, in total of
the principal amount of HK$75,000,000 at interest rate of 5% per
annum, payable in arrear on a quarterly basis on 31 March, 30 June,
30 September and 31 December of each year between the date of issue
of the Notes Il and the maturity date. The maturity date is 60 months
from the date of issue of the Notes II.

The Notes Il are not transferable and will not be allowed for redemption
before the maturity date. Unless previously converted, the Company is
obliged to redeem the Notes Il on the maturity date at the redemption
price of 110% of the principal amount of the Notes Il outstanding
together with accrued interest payables.

The principal amount of HK$35,000,000 (HK$25,000,000 for AFH and
HK$10,000,000 for AICL) of the Notes Il shall be compulsorily converted
at the conversion price of HK$1.10 within seven business days if the
closing price per share of the Company is HK$1.10 or higher for ten
consecutive trading days during the period between the date of issue of
the Notes Il and five business days prior to the maturity date.

In addition, the Notes Il can be converted by the holder into ordinary
shares of the Company at any part of the principal amount of the Notes
II'in the multiple of HK$25,000,000, at a conversion price of HK$1.10
per share, at any time during the period between the date of issue of the
Notes Il and the maturity date.

26.

REZZELFNA+TH  ARFEG NS EER (12
BOBRAR([EMEE ) RIEMREBEER D E (3R
MRER 1) ET S TR RRIER B ([ E i) -
AARIETEERE B EE MR R BMRR
MEE - RIEF O - ENERRENRREE
53 RlIEA50,000,0007% 7t £ 25,000,000/ TR A & 42
175,000,000/ TR AT RIR ([ —HRE ) - F
MERDEE - ANE —HRIFEITT A =23 B 3
BE=A=+—H ~A=+B - AA=+BERT=
A=+ —B&REXMNAHFE - BE - #HERETA
HiEEt60fE A B2IHA -

FHRBEARER  YAEDHARAAER o 5
ZRIBHI]ES - RABBREERIHEREETE
“THEBRASENII0%ERELNENFESRED
EERE RS -

MARBEFE - HERRTEBZIHAMAEE
XOHMEETEAXZENERETEALI0ET
A E - BIIZR 4 %8 435,000,000 7T (25 M £ @b A&
25,000,000/ 7T » 1M 28 MR & 4 10,000,00058 7T ) &
FHMEREANHELE B RNRIIRL.1I0ETH LR

AN - HEATRE - HEBEHTEAZIHA
HARR A (] B R R B AR 1. 1078 TT 1) S 3R (B S (R AT 38
DASENE _HRREHASARRBEBRN A
25,000,000/ TT K fFELRZE ©
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26. CONVERTIBLE NOTES (Cont'a)

68,181,818 is the maximum number of ordinary shares that can be
converted.

Further details of the terms and conditions of the Notes Il were
disclosed in the announcement and circular of the Company dated
17 August 2007 and 10 September 2007 respectively.

The Notes Il were issued to AFH and AICL on 15 October 2007.

The fair values of the Notes Il were determined by the directors of the
Company with reference to the valuation performed by Norton Appraisals
Limited, a firm of independent professional valuers with appropriate
qualifications and recent experiences in the valuation of similar derivative
instruments with reference to market values.

The methods and assumptions applied for the valuation of the Notes Il
are as follows:

The fair value of the liability component was calculated based on the
present value contractually determined stream of future cash flows
discounted at the required yield, which was determined with reference
to the market interest rate for an equivalent non-convertible notes and
remaining time to maturity.

The residual amount, representing the value of the equity conversion
component, is included in the equity attributable to the equity holders of

the Company in convertible notes equity reserves, net of deferred taxes.

The Notes Il recognised in the balance sheet are calculated as follows :

26.

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

AR EE &)

A R E AR BB IR 368,181,818 °

Fo BB R R — S B S IRAA
—ETL5\A+LER-ZZ tihﬂ+5m“¢
RBRFRE o

ER=ZZZTLE+ A +ABRMNEERIEMNREREE
TEHTIE -

E_HEBNAABEALIRATNEESEY ;ﬁ(lr
HERABMEHHGEERE - EREEFEERA

E}ﬁ*ﬁéﬁ@é%%&%ﬁi&ﬂﬁﬂmﬂﬁﬁi%%ﬁi@
B - BRHEERFERESTE T B 2 MiSER1IERE -

“HEBHERARBOIDERBRRAT

BENINAABEENANEENRRE SRER
HE W R RHREFTE - MATRE KRR AIh

SEN PR RIRAO T 5 K & 25 B AR R AR ]
EE -

AR BRI NEE
B AR RS ARG &S

AR R R R
5 (FIRIEERIR)

REEABRNERNE _REHRROTHXAE

Group and Company

AEERAAT
2007
HK$'000
FHT
Fair value of convertible note B N L] 75,000
Equity component by (3,650)
Liability component on initial recognition stERN & &S S 71,350
Interest expense FEFAXZ 933
Interest paid BEAF S (801)
Liability component at 31 December RT=ZA=T—HANEEDS 71,482

The effective interest rate of the liability component is 6.28% per annum.
Interest expense on the Notes Il is calculated using the effective interest
method by applying the effective interest rate to the liability component.

BEBONERFNES6.28E - F— %ttmTJ%E’ﬁF'J%
F‘fﬂﬁ)ﬂﬁ"ﬁ BRAMEEBER D AERNEHE
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For the year ended 31 December 2007
HE-_ZTLF+_A=+—RALFE

S EELNEAC )

27. SHARE CAPITAL 27. A
2007 2006
Number Number
Notes of shares HK$’000 of shares HK$'000
KiaE R EE FET fRnE= FHT
Authorised : ETE ¢
Ordinary shares of SAXEE0.018 T
HK$0.01 each Y AR 30,000,000,000 300,000 30,000,000,000 300,000
Issued and fully paid : BETRARE :
Ordinary shares of B EE0.01B T
HK$0.01 each TmAR
At 1 January wn—HA—H 713,518,218 7,135 640,321,400 6,403
Issue of ordinary shares BT T RFLARR
as 2005 scrip dividend R EE @R (a) - - 8,196,818 82
Subscription for RS TR
ordinary shares (c)(b) 90,017,210 900 65,000,000 650
Issue of ordinary shares LAATRR T = EE AT
on bonus issue gl (d) 14,270,364 143 - -
Issue of ordinary shares BT _TTRF
as 2006 scrip dividend PARRA B & mA% (e) 2,750,343 28 - -
Issue of ordinary shares LAGERE 75 A 21T
upon rights issue AR (f) 307,708,550 3,077 - -

At 31 December nN+=-—HA=+—H 1,128,264,685 11,283 713,518,218 7,135

Notes: Hiaz -

(a) On 5 July 2006, 8,196,818 ordinary shares of HK$0.01 each were issued (a) RZZEEFLARHE  ERBRE-_ZTE~FRHA
at a price of HK$0.624 per ordinary share upon election by shareholders =1 B FIB A 8 R AT CARR X B 5T B B UER AR A
to receive ordinary shares in the Company in lieu of the 2005 final dividend ARMRE ST RAFRBARBNRRIZER LT B
pursuant to the scrip dividend scheme as detailed in a circular dated 0.62475 T (B 15 8£178,196,8 18k B AR A E0.01 48 7T
30 May 2006. R)E AR o

(b)  On 28 August 2006, the Company entered into a subscription agreement by RZZTEZEARNFENAZ=+/\H ' &2 & ESpinnaker
with Spinnaker Global Opportunity Fund Limited (“Spinnaker”). Pursuant to Global Opportunity Fund Limited ([ Spinnaker |) 5T
which Spinnaker agreed to subscribe for 65,000,000 ordinary shares of the 9% o Btk - Spinnaker[A = 1% & 1%0.607 T HY (B
Company at a price of HK$0.60 each. The subscription was completed on TR Q E65,000,0008 E@AL o ZREBR =TT
20 September 2006. NENAZTHTEK -

(c) Pursuant to the master transfer agreement dated 17 October 20086, () MREZZTTXRFTATERFIZAYEEBRIERGZ
details of which were described in note 33(a) to this consolidated financial (FFIBE R R A T 53R KX M 5E33(a)) * Belbroughton
statements, 13,380,657 and 42,535,093 ordinary shares of the Company Limted D IR =TT +F AT NLEBR=ZZ
were issued to Belbroughton Limited on 29 June 2007 and 31 August 2007 +FN\A=+—HEEMR0.6405/8 TEZEITA A A
respectively at a price of HK$0.6405 each and 34,101,460 ordinary shares 13,380,657 i% K 42,535,093 1% & i@ i% * Peeli Limited
of the Company were issued to Peeli Limited on 31 August 2007 at a price R-ZZTLE N\ A =1+—BEER0.640578 TEETT
of HK$0.6405 each. 34,101,4600% & 8@ f% -

(d)  Pursuant to an ordinary resolution passed at the Annual General Meeting (d) RE-ZFZTLFA-HRFBFASBEBHLER
held on 1 June 2007, the Company approved a bonus share of 1 ordinary EE ARRIRES0RE BT MR R IRE
share per 50 ordinary shares in issue. On 11 June 2007, 14,270,364 BRERAR - —TTLFA+—H @ ARRIRE
ordinary shares of HK$0.01 each were issued to shareholders of the #E41714,270,364 B IREE0.01 B TR E iR -
Company.

(e) On 4 July 2007, 2,750,343 ordinary shares of HK$0.01 each were issued (e) REZZEZ+LFLAMA - ERRBEARREFTE

(f)

at a price of HK$0.74 per ordinary share upon election by shareholders to
receive ordinary shares in the Company in lieu of the 2006 final dividend
pursuant to the scrip dividend scheme as detailed in a circular dated
4 June 2007.

On 8 October 2007, 307,708,550 ordinary shares of HK$0.01 each were
issued pursuant to the rights issue at a price of HK$0.52 per ordinary
shares as detailed in a circular dated 10 September 2007 and an
announcement on results of the rights issue dated 3 October 2007.

()

(FBERR =TT LF75 A0 A TR0 E R ) EERIR
BMARREBRAE - ZTRFERPREE - BT
2,750,343 SR E(E0.01 B T ) E AR - BARETT
B8 R0.7487T °

R=ZZTEZtH5+ANE  ERBHKRZEST
307,708,550/% F A% E{E0.01 B Ty 3B A% » FALEE
1TBER0.52BTT - HIFENR =TT FNA+BTI
BERBRUER—_TTLETA=ZATIENERERA
==

FEERARAT —BELEER 87



Notes to the Financial Statements (cont'a)

IR zR M= )

28.

SHARE-BASED EMPLOYEE COMPENSATION

Pursuant to the written resolutions of all the then shareholders passed on
14 November 2005, the Company has conditionally adopted the Share
Option Scheme (the “Scheme”) for employee compensation.

The purpose of the Scheme is to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating
and/or providing benefits to the participants for their contributions to the
Group and for such other purposes as the board of directors (the “Board”)
may approve from time to time.

Pursuant to the Scheme, the Board may, at its discretion, invite any
executive or non-executive directors including independent non-
executive directors or any employees (whether full-time or part-
time) of the Company, its subsidiaries and associated companies;
any discretionary objects of a discretionary trust established by any
employees, executive or non-executive directors of each member of the
Group or its associated companies; any consultants, professional and
other advisers to each member of the Group or its associated companies
(or persons, firms or companies proposed to be appointed for providing
such services); any chief executives or substantial shareholders of the
Company; any associates of any director, chief executive or substantial
shareholder of the Company; and any employees (whether full-time or
part-time) of substantial shareholders of the Company, provided that the
Board may have absolute discretion to determine whether or not one
falls within the above categories, (together, the “Participants” and each a
“Participant”), to take up options (“Option(s)”) to subscribe for shares at
a price determined in accordance with the paragraph below.

In determining the basis of eligibility of each Participant, the Board
would take into account such factors as the Board may at its discretion
consider appropriate.

The Scheme shall be valid and effective for a period of 10 years
commencing on the date on which the Scheme is adopted, after which
period no further Options will be granted but in all other respects the
provisions of the Scheme shall remain in full force and effect, and
Options which are granted during the life of the Scheme may continue to
be exercisable in accordance with their terms of grant.

The subscription price in respect of each share issued pursuant to the
exercise of Options granted hereunder shall be a price solely determined
by the Board and notified to a Participant and shall be at least the
highest of:

(a)  the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the business day on which an offer is
accepted by the grantee or if such date of acceptance by the
grantee is not a business day, the immediately preceding business
day;

(b)  a price being the average of the closing prices of the shares as
stated in the Stock Exchange’s daily quotations sheets for the
5 business days immediately preceding the date on which an offer
is accepted by the grantee (provided that the new issue price shall
be used as the closing price for any business day falling within the
period before listing of the shares where the Company has been
listed for less than 5 business days as at the date on which an
offer is accepted by the grantee); and

(c)  the nominal value of a share.

28.

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

BARR 43 % A3 B9 1 & %7 A

BREERZEBREN_ZTAF+— A THREED
EERZER - ARRC AR RAE R B ([ 55
g1 (EREEHM -

ZA BB R AR RIAREN % - stREELAE
EmEpkEES((EFe DA MEHENEME
B B T2EESE - RE - Mo o BBk KA

5o

RizZA 8 EFSABBEBEARF - HMEAF)
N ERBEMPITRIFATES - BB IS
TEFNEMES (TREBEFRE)  AEEZKE
ARHEBERRNEAES - BITHIEITES
RUMBREFENEADEREA  ARERKE QT
FHBENRNHAA  BRALTREAMER (5
ZENRHZERBHOAL - BITRRF]) : ARF]
ERERTRABRREERR : ARAEMNES - =
ZITBABREERROEAHEA : REARFEER
BREEMER (TR - EESgr 2
HEEERBALEG BN DRI (Bt A 57
REEW2EE])  ANRGBRE(ERED X
RIE T X HEE R EIR R

RNEES2RENERTER - EFSHZEEAE
IR RRENERE -

%At BB RN A SRR R T F - ERARD
SERHBRE  EEREEME @ ZAHEIMEX
LEA+RBARIER - Rzt BIHIR AR BRI
RERJIZE X R TE

ARIRAN SO H O BB AR JE 1 T (62 T 1 TRV B AR AR £ B9 38
BE ShEFBEEETRAG2EE  MRAEE
REBARDERE)

(@) MEBREERAEKMNEZER (RINBLHEX
BRAZMNE BIFELERR - BIREEZ AW
B BB AT B IR ATRE RO THE

(b) BEBOEAR AKMA R EZXABATH
R P RE AR F U T E (HERA R BIRE
AR ANEME BRE LA BB R A(E
SEH - AIETTERERERLD AR ER
BERKTHE) : R

() —RBHEE-
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28.

SHARE-BASED EMPLOYEE COMPENSATION (cont'd)

The total number of shares, which may be issued upon exercise of all
options to be granted under the Scheme and any other share option
scheme of the Company shall not in aggregate exceed 64,032,140
being 10% of the total number of shares in issue on the date of
commencement of dealings in the shares on the Stock Exchange
(“Scheme Mandate Limit”), unless the Company obtains an approval
from its shareholders. Options lapsed in accordance with the terms of
the Scheme will not be counted for the purpose of calculating such 10%
limit.

On 1 June 2007, an ordinary resolution regarding the refreshment
of Scheme Mandate Limit was approved by the shareholders of the
Company at the Annual General Meeting (“AGM”). Starting from
1 June 2007, further options to subscribe up to 71,351,821 ordinary
shares of the Company, being 10% of the total number of shares in issue
on the date of AGM are available to be granted under the Scheme.

Notwithstanding any other provisions of the Scheme, the maximum
number of the shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.

Unless approved by the shareholders, the total number of shares issued
and to be issued upon exercise of the Options granted to each participant
(including both exercised and outstanding Options) in any 12-month
period shall not exceed 1% of the total number of shares in issue.

Offer of an option (“Offer”) shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in accordance
with the terms of the Scheme and the option to which the Offer relates
shall be deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the Offer
duly signed by the Grantee together with a remittance in favour of the
Company of HK$1.00 by way of consideration for the granting thereof is
received by the Company within 14 days from the date upon which the
Offer is made.

All share-based employee compensation will be settled in equity.

28.

S EELNEAC )

LRGN HREZM &)

RATEAREZ AT & R A R AU E A B 5 813%
HE A BRI BT RDEE - A XTEEE
64,032, 1408 (BN MBS R PRI BB E HE #17
PR 10% ([T EIRAEREE ) - AR BIGE
PREREHEERIBR N o FHEZ10% R et RARKERZ
FTEIGERE R EERE

R-TZLFNA—H  —BAEFAEIRERENT
BARAZRARRAFAS ([REBFAS)EARFA
ERAE - B —ZTTLENA—BE - RIEZETE
Al — SR HRER % E71,351,821 B 15 M BB A%
& HEERREBFASBHEEITRMHAI0%

BEZT RSB EARE - RITEZA S RARRE
fa] EL At S AR A At IO B X VB R TR I BB AR AT 1R
Bl REABEITHRMEE NMFBB TR E
1T An #ERHI30%

BROFERCRALE - WEM+ —EAMRRGTERTE
HP2EENBIRE(BEEITE R ARITEAERE)
i B BT R FEITHROEE - MEBRBE TR
DHEEREN 1% ©

E28E (R A D URIRZET 8 M IS Ais
BEH(Z4)]) AR AEAELN - MEHEER
BHNBHERRAAARAZR/ES - WEARFE
HENE BRIAAA - BERR AR REER
ARARAXZ .00 TTIERR HBRENRER -
HENAFNBREARR R RHIL AR -

P AR A0 ST B0 1R B 5 B i AN s 45 5
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Notes to the Financial Statements (cont'a)

2 . For the year ended 31 December 2007
IR zR M= ) BE-TELE+-A=t-ALERE
28. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 28. LR ZAANEEHM &)

Details of the Options granted by the Company pursuant to the Scheme MN-TBELF+=-F=+—H  ARQaREZTEF
and the Options outstanding as at 31 December 2007 were as follows : Hm B ARTTEREIREEBET
Number of options
FiREsE
Balance at Adjustment on
31 December Granted changes in Exercise Lapsed Balance at Exercise
Date of Exercisable 2006 and during ~ share structure during during 31 Decemher price
grant period 1 January 2007 the year  during the year the year the year 2007 per share*
dd/mmAyyyy dd/mmAyyyy HKS
REBERE
tZA=t-H RZBBLE
R=BRLE FRBRHEE tZA=t+-H
RHAH TS —-B-B&H  RERRE  SBNEE  RERTE  RERAX & SRORE
B/B/& A/B/& AT
Executive Directors
HirEs
Mr. Taochaifu Choofuang ~ 4/4/2006 10/4/2006 - 9/4/2009 5,800,000 - 388225 - - 6,188 225 0.806
(“Mr.C.F. Tao")
BEELE 41712007 41712007 - 3(7/2010 - 3,600,000 165,636 - - 3,765,636 0635
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - - - 3,600,000 0.524
5,800,000 7,200,000 553,861 - - 13553861
Mr. Tao Richard 41412006 10/4/2006 - 9/4/2009 6,400,000 - 428353 - - 6,828 353 0.806
(“Mr. Richard Tao")
BRI EE 41712007 41712007 - 3(7/2010 - 3,600,000 165,636 - - 3,765,636 0635
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - - - 3,600,000 0524
6,400,000 7,200,000 593,989 - - 14193989
Mr. Tao Paul 41412006 10/4/2006 - 9/4/2009 6,400,000 - 428353 - - 6,828,353 0.806
(“Mr. Paul Tao")
g 41712007 41712007 - 3(7/2010 - 3,600,000 165,636 - - 3,765,636 0635
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - - - 3,600,000 0524
6,400,000 7,200,000 593,989 - - 14193989
Mr. Kong Mui Sum 41412006 10/4/2006 - 9/4/2009 6,400,000 - 428353 - - 6,828,353 0.806
Lawrence
IRREE 41712007 41712007 - 3(7/2010 - 3,600,000 165,636 - - 3,765,636 0635
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - - - 3,600,000 0.524
6,400,000 7,200,000 593,989 - - 14193989
Mr. Yim Chun Leung 41412006 10/4/2006 - 9/4/2009 6,400,000 - 428353 - - 6,828 363 0.806
R
41712007 41712007 - 3/7/2010 - 3,600,000 165,636 - - 3,765,636 0635
18/10/2007 18/10/2007 - 17/10/2010 - 3,600,000 - - - 3,600,000 0.524
6,400,000 7,200,000 503,989 - - 14193989
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e B sRR M )

28. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 28. DARHBATHIESEM 2)
Number of options
EREgE
Balance at Adjustment on
31 December Granted changes in Exercise Lapsed Balance at Exercise
Date of Exercisable 2006 and turing  share structure during during 31 December price
grant period 1 January 2007 the year  during the year the year the year 2007 per share*
de/mm/yyyy de/mm/yyyy HK$
RoZBEXE
T=HET=H R-E8tE
R-E5tE ERERARE +ZA=1-A
RHAH il -A-B&S REARE  2BNEE  RERTE  RERAN g8 SRTEE
B/A/& B/R/& BT
Employees of the Group 41412006 10/4/2006 - 9/4/2009 6,116,000 - 336,257 - (1,092000) 5360257 0.806
rEEES
47712007 47712007 - 37712010 - 590 275785 - - 6269785 0635
18/10/2007 18/10/2007 - 17/10/2010 - 7,966,000 - - - 7,966,000 0524
6,116000 13,960,000 612,042 - (1,092000) 19,596,042
37516000 49960000 3541859 - (1,092000) 89925859
& The exercise price and number of Options outstanding have been adjusted * R AAL R 75 X B 1T T @ A% (KT 5E27(d)) R A A%
in accordance with the terms of the Scheme as a result of issue of ordinary (MIzE27(f) 18 » FRIRIRZET B IGRE AR TR
shares on bonus issue (note 27(d)) and upon rights issue (note 27(f)) HEMTTIEE RSB ETHRABINE DT ¢
during the year are set out as follows:
For Options granted on 4 April 2006, 36,424,000 outstanding options HR_ZETNEMNAMNBRENBRE  JREK
exercisable at HK$0.86 each have been adjusted to 38,861,894 options 0.8678 TT1T1E 8136,424,00010 RITIEBERED AL A
exercisable at HK$0.806 each. AR EAR0.806/8 L1 TIE #Y38,861,894 17 HE Ak ## ©
For Options granted on 4 July 2007, 23,994,000 outstanding options HR-_ZETLE L ANBARENBRE  JREK
exercisable at HK$0.664 each have been adjusted to 25,097,965 options 0.6647& TT1T15£ #)23,994,00017 RATE B AEE A E
exercisable at HK$0.635 each. RARER0.635/8 T TE /25,097 96517 fE Ak 7 -
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IR zR M= )

28. SHARE-BASED EMPLOYEE COMPENSATION (Contd)

Details of the Options granted by the Company pursuant to the Scheme

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

28. RGN EEHM 2

REZBEXRFTA=+—B  ARRREZ IR

and the Options outstanding as at 31 December 2006 were as follows : HHBEARAE R AR T B ARSI
Number of options
BREHE
Balance at Granted on Exercise Lapsed Balance at Exercise
Date of Exercisable 1 January 4 April during during 31 December price
grant period 2006 2006 the year the year 2006 per share
dd/mm/yyyy dd/mmiyyyy HK$
RIZERE RIZZTE RZZZRE
—-A-R mAmA +-A=t-H
b=l A b R RERLTE RERKM igfeay BROTEE
B/A/% B/A/% AT
Executive Directors
HES
Mr.C.F. Tao 4J412006 10/4/2006 - 9/4/2009 - 5,800,000 - - 5,800,000 0.86
BaEELE
Mr. Richard Tao 442006 10/4/2006 - 9/4/2009 - 6,400,000 - - 6,400,000 0.86
BRTEE
Mr. Paul Tao 4J412006 10/4/2006 - 9/4/2009 - 6,400,000 - - 6,400,000 0.86
B
Mr. Kong Mui Sum  4/4/2006 10/4/2006 - 9/4/2009 - 6,400,000 - - 6,400,000 0.86
Lawrence
IHRTE
Mr Yim Chun Leung ~ 4/4/2006 10/4/2006 - 9/4/2009 - 6,400,000 - - 6,400,000 0.86
titnyikia
Employees of 4J412006 10/4/2006 - 9/4/2009 - 6,412,000 = (296,000) 6,116,000 0.86
the Group
F5EES
- 37,812,000 - (296,000) 37,516,000

92

New Heritage Holdings Ltd.

Annual Report 2007



Notes to the Financial Statements (conta)

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

S EELNEAC )

28. SHARE-BASED EMPLOYEE COMPENSATION (Contd) 28. URHBZAHIEEFHM 2
Options outstanding and weighted average exercise price for the R E AR A AR TE B R NI TEE 2510
reporting periods presented are as follows : o
2007 2006

—EELHF ZETRF
Weighted Weighted
average average
exercise exercise
Number price Number price
IR hnEFEE
#H TEE B 1T{E(8
HK$ HK$
BT I
Outstanding at 1 January N—B—BkR{TE 37,516,000 0.86 - -
Granted o dun 49,960,000 0.59 37,812,000 0.86
Adjustments R 3,541,859 - - -
Lapsed K (1,092,000) 0.86 (296,000) 0.86
Outstanding at 31 December RN+ A=+—BKi7E 89,925,859 0.68 37,516,000 0.86

Options granted on 4 April 2006 :

The fair values of Options of approximately HK$7,628,000 granted on
4 April 2006 were determined using the Binomial Option Pricing Model.
Significant inputs into the calculation included a share price on issue
date of HK$0.86 and exercise prices as illustrated above. Furthermore,
the calculation took into account the expected dividend yield of 2.951%
and a volatility rate of 37.04%, based on expected share price. Risk-free

annual interest rate was determined at 4.39%.

The underlying expected volatility was determined with reference to
the historical share price information of a company listed on the Main
Board of the Stock Exchange which was engaged in similar business
to the Group. The directors believe that the historical volatility rate of
the Company may be overstated as the transactions of the Company’s
shares were unstable during the period from the date of listing on

2 December 2005 to the date of Options granted.

Options granted on 4 July 2007 :

The fair values of Options of approximately HK$2,967,000 granted on
4 July 2007 were determined using the Binomial Option Pricing Model.
Significant inputs into the calculation included a weighted average share
price on issue date of HK$0.6608 and exercise prices as illustrated
above. Furthermore, the calculation took into account the expected
dividend yield of 1.54% and a volatility rate of 37.78%, based on
expected share price. Risk-free annual interest rate was determined at

4.265%.

The underlying expected volatility was determined with reference to the

historical volatilities of the Company over one year period.

RTETRFI AP B R HEEEARE -

R-ZEERFENANBEENBERENAABED
7,628,000/ o Ty A Z A B E EEAEE o ILIH
FTEAMEAMNEZHERIEN 1T RRE0.86/E T
AR ERFTIMEITEE®E o 1) - WIEAEEZ EIE
T8 HAPS (B 5T E H92.951 % B T8 B AL B 2R K2 37.04% HI K
8 o R FFEE A4.39F -

MRRATR AR IR ) 2 MR — SR A R B X SR A B S P
TRETRANELREERETE - EFRR AR
AMELEEAIERSE  AAE_TTAF+ A
—HETmRHERTEEER A AR - ARRHRD
RH—EMRE °

RZZETLFA AR REEEIRE -

R-ZETLFLANBEENBERENAABED
2,967,000/ o Ty A Z A B E EEAEE o ILIH
STEFERANEZHESERETH N MEFHRR
80.6608%8 ;0 & ERATALAITE(E o tbobh - HEIEET
HEEEREHRETENL14%MTERREERR
37.78% IR E o R R FI K E H4.265[F o

MERATR AN R Y 2 BRI B — 5 LA L IS H RO JE S O 0
BEE -
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IR zR M= )

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

28. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 28. LR ZAANEEHM &)
Options granted on 18 October 2007 : REZZZEE+A+/\BREAERE
The fair values of Options of approximately HK$3,165,000 granted on R_ZZLF+ A+ N\BERENBEREND L EEL
18 October 2007 were determined using the Binomial Option Pricing 3,165,000/ T HA—THA I EEEAEE - ILE
Model. Significant inputs into the calculation included a weighted STEFTERMNEZEIE - BIERETHINEFE R
average share price on issue date of HK$0.5001 and exercise prices B0.5001 & T A K& ERFTIMEVITEE(E  UbSD » WEIE
as illustrated above. Furthermore, the calculation took into account the FTEEERIRERETEH2.97%MTERE XK
expected dividend yield of 2.97% and a volatility rate of 53.87%, based 53.87 %MK IR © MR FFIKE B3.573E °
on expected share price. Risk-free annual interest rate was determined
at 3.573%.
The underlying expected volatility was determined with reference to the HHRATEER B T 2 RN B — G LA _ LR ERRYE SER 1R
historical volatilities of the Company over one year period. EBE o
In total, employee compensation expense of HK$6,132,000 HE_ZZ+F+_A=1+—HILFENEE KR
(note 8) has been included in the consolidated income statement A HEF 6,132,000/ 7T (MY 7E8) M {E B #EHF 2
(2006: HK$7,628,000) for the year ended 31 December 2007, the (ZZTZTRF £ 7,628000/87L)  HIEESED T
corresponding amount of which has been credited to share option ARERRAE A (P EE29) o B ME B B AR X
reserves (note 29). No liabilities were recognised due to share-based i BB EREREMAE -
employee compensation.
No options were exercised and expired pursuant to the Scheme during et 2| MBI R N T T(E s o
the year.
29. RESERVES 29. f##E
(a) Group @) #~EE
2007 2006
Notes HK$’000 HK$'000
HaE T T FABT
Retained profits REBZEF 139,104 122,998
Share premium IR =B (i) 436,718 223,643
Share option reserves RERRRE A 13,760 7,628
Convertible notes equity reserve AR IR S S 3,011 -
Merger reserve AP (i) 89,936 89,936
Hotel property, plant and BEIEYE - BB &
equipment revaluation reserve REEGLFEE 7,395 (2,326)
Statutory reserve YETE A (iif) 16,713 6,346
Exchange reserve & 5 i 27,123 (3,989)
733,760 444,236
Proposed final dividend BRARHARR B 11,283 7,135
745,043 451,371
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Notes to the Financial Statements (conta)

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

29. RESERVES (contd)

(a)

Group (Cont’d)

The movements of the Group’s reserves for the year are presented
in the consolidated statement of changes in equity of the financial
statements.

(i)

(ii)

(iii)

(iv)

Under the Companies Law, Cap.22 Law 3 of 1962, as
consolidated and revised, of the Cayman Islands, the share
premium account is distributable to the shareholders of
the Company provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business.

The merger reserve of the Group represents the excess of
the nominal value of the share capital of the subsidiaries
acquired pursuant to the Group’s reorganisation completed
on 23 June 2005 over the nominal value of the Company’s
shares issued in exchange therefor.

According to the relevant PRC Laws, companies established
in the PRC are required to transfer at least 10% of its net
profit after tax, as determined under the PRC accounting
regulation, to a statutory reserve until the reserve balance
reaches 50% of the entity’s registered capital. The transfer
of this reserve must be made before the distribution of
dividend to the entity’s equity owners. The statutory reserve
is non-distributable other than upon the liquidation of the
entity.

Of the consolidated profit attributable to equity holders
of the Company of HK$36,115,000 for the year (2006:
HK$73,316,000), profit of HK$8,600,000 (2006:
HK$39,999,000) has been dealt with in the financial
statements of the Company for the year.

29. R #)

(a)

S EELNEAC )

FEE(#E)

AEERFENFANES - RMBTREROGA

i Fan

(i)

(iii)

(iv)

FERPET -

RIEFRSHEENFE2E R AE
(“NAARZFE=ZREH - KFERE
71D RO E BRI 2K T AR E K
R HEZEHES KRS B SR - ARF]
BRENEER B EFEHRHROET -

TEBRNAHREDEE_SZREN
AZt+=HAxRNEAMEL - BEA
ARBESHEBTROVEELERHEA
B A RR A BRI B ERE -

RIBAERE T BER] - s R BART E
SR RAEENRBRAN &
0% BREXTERE - EE%REER
EREENREMEARS% - WHAER
[ B 2 R SR 2 I S5 B B 48 2 bt
1 o ERE R TR DK - ANEEE AR
ERRIBRIN -

FAXRRABRREGEEABNA

36,115000 B L ( = T T X F :
73,316,000 & 7T ) B R A A
8,600,000 /& T ( = T & X F :

39,999,000/ 7T ) E N AR A Bl & B 75
KPR

Zl

HRERERAR
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Notes to the Financial Statements (cont'a)

IR zR M= )

29. RESERVES (contd)

29. f#B#)

For the year ended 31 December 2007
HE-_ZZLF+-_A=+T—RHILFE

Company () AR
(Accumulated
Share Convertible losses)/ Proposed
Share option  notes equity Contributed retained final
premium reserves reserves surplus profits dividend Total
TRRER (RitE8B)/ R
RIEE BRERE BRfE BHRHG RERA RERE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET T T T T T T
Balance at 1 January RZZTZ E—H—H 181,706 - - (22) (18,827) 11,526 174,383
2006 i
Profit for the year AEFHF - - - - 39,999 - 39,999
Employee share BARSA7 2 < RO 12 B #l = 7,628 = = = = 7,628
based compensation
Arising from issue of BIZTRFUR 5,033 = = = = - 5,033
ordinary shares as 2005 KB LREBMES
scrip dividend (Hfiz27(a)
(note 27(a))
Arising from issue of BIRBLERM 38,350 = = = = = 38,350
ordinary shares on EE(Hi270)
subscription (note 27(b))
Share issue expenses ROBITRX (1,446) - - - - = (1,446)
Dividend relating to BENZZTAFRE - - - - = (11,526) (11,526)
2005 paid
Proposed final dividend BRAHR S - - - - (7,135) 7,135 =
Balance at 31 December RZTE E+=A 223,643 7,628 - (22) 14,037 7,135 252,421
2006 and 1 January =t-BR-_ZTTLF
2007 —A—R&#
Profit for the year AEFHF - - - - 8,600 - 8,600
Employee share based PARRAD S S HO 1R B 57N = 6,132 = = = = 6,132
compensation (note 28) (Hi228)
Arising from issue of PR A A BT SRR (143) - - = - - (143)
ordinary shares on mEEHE#27(0))
bonus issue (note 27(d))
Arising from issue of BT FUR 2,008 - - - - - 2,008
ordinary shares as 2006 RELBRMESE
scrip dividend (Hiizo7te)
(note 27(e))
Arising from issue of R BT LB 56,756 = = = = = 56,756
ordinary shares on MmEE(Wz27(c)
subscription (note 27(c))
Arising from issue of REREZRTLER 156931 = = = = = 156,931
ordinary shares upon ME£HE27(1)
rights issue (note 27(1))
Share issue expenses ROBITRX (2,477) - - - - = (2,477)
Issue of convertible notes ~ EATAHAREE - - 3,650 - - - 3,650
Deferred tax liability arising ~ E R EEMELS - - (639) - - - (639)
on convertible notes ﬁLWEEL
Dividend paid relatingto ~ HE-TTNFERHKE - - - - - (7,135) (7,135)
2006 final dividend BRENENKE
Proposed final dividend BORARER S - - - - (11,283) 11,283 =
Balance at 31 December ~ R=ZEtF+= A
2007 =t+—HB%& 436,718 13,760 3,011 (22) 11,354 11,283 476,104
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For the year ended 31 December 2007
HE-_ZTLF+_A=+—RALFE

29.

30.

RESERVES (Contd)

(b)  Company (Cont’d)

The contributed surplus of the Company represents the excess
of the net asset value of the subsidiaries acquired pursuant to
the Group’s reorganisation completed on 23 June 2005 over
the nominal value of the Company’s shares issued in exchange

therefor.

PLEDGED BANK DEPOSITS

S EELNEAC )

29. fafe(#)

(b)

RAF (&)

ARABNEHBELS  RAEER-_ZZTREN
H-t=RERHAREESEAS - PRENE
AAMEEFE  BHREEAZETROEE
HIZER

30. BEFRITERK

Group
AEH
2007 2006
Notes HK$’000 HK$'000
Kzt FHT FHIT
Analysis of pledged bank deposits : EIRRITER DA ¢
Deposit pledged against banking P AERIRIT
facilities granted to the mortgagee R M AR FR (a) 6,824 7,801
Deposit pledged against bank overdrafts gt EERIRITE L K
and bank loans (note 25(a) and (b)) IRITE R MIEIR AT
(Hizt25(a) (b)) (b) 54,606 17,975
61,430 25,776
Notes: Kzt

(@)  The bank deposits were pledged as security in favour of banks
and financial institutions in the PRC which provided mortgage
loan to purchasers of properties for the period from the date of
draw-down of mortgage loans to the date when the certificates for
housing ownership and certificates of others’ interest for housing
ownership (collectively known as “Certificates”) are granted to the
property purchasers. Such charges would be released when the
Certificates are granted to the property purchasers. This deposit
earns interest at floating rates based on daily bank deposits rates.

(b)  The effective interest rate of short-term bank deposits are ranging
from 1.88% to 2.38% (2006: 1.44% to 3.89%) and not eligible for

immediate cancellation upon the settlement of pledged facilities.

(a)

(b)

PIRBURIB RN B - EEREEMIIER
EFTE B R B A R (AT
S )1 - BITERRERT S RAEEE
RRIBEOE NIRTT RS R - (FAE
A% o RSN S EER RSB
% - RERASARTERAE T BFIE
e

RERITIFE A B F K 51.88EF2.38E
(ZZTTRF : 144E2F3.892) ' I AARE
BE R A RERE 7 BN o
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

31. CASH AND CASH EQUIVALENTS 31. RERATEEY
Analysis of cash and cash equivalents is as follows : BeRBEEEBMHTOT ¢
Group
rEH
2007 2006
HK$'000 HK$'000
FET FABT
Cash at banks and in hand WRITEFRIRS 175,701 129,472
Deposit pledged against bank overdrafts — gt#R17:E S MK
EOPEZHA - 17,975
Bank overdrafts (note 25) HRITE R (H17725) - (15,327)
175,701 132,120
Included in cash and cash equivalents in the balance sheet are the NEEBERNIERINEEEBY - JIATIAEER
following amounts denominated in a currency other than the functional e S AN B H#E I -
currency of the Group to which they relate:
Group
AEE
2007 2006
HK$'000 HK$'000
FExT FAT
Renminbi AR 76,595 73,822
United States dollar ETT 10,972 9,694
As at 31 December 2006 and 2007, cash and cash equivalents R_BERER_TE+F+_A=+—H Bk
denominated in Renminbi are deposited with banks in the PRC, the REeEBMRAARKABEN - WHERFBRZKIE
conversion of these Renminbi denominated balances into foreign 1T BREUARBRBUNAETRIRRBINETIZH
currencies is subject to the rules and regulations of foreign exchange I IS5 28 44 ) N S AR PR )
control promulgated by the PRC government.
The effective interest rate of cash at bank and bank deposits are in range RITEETF R ERITIF X A0 8 BUFI R B 0.5E £5.05F -
of 0.5% to 5.05% and those have maturity within 30 days. WH30H AEE -
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For the year ended 31 December 2007
HE-_ZTLF+_A=+—RALFE

32. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS

32. EEREREEAEME

(a) Directors’ emoluments (a) E=EM<
Salaries,
allowance Share-based Contribution
and other payment to retirement
Fees  benefit in kind expense  benefit scheme Total
E i LARR
ERE R E A XfHEE BRE
E=ie EWHa MR FHEIER FER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FAT FAT THIT FAT
2006 “EETRE
Executive directors HITES
Mr. C.F. Tao BEBELE - 736 1,166 - 1,902
Mr. Richard Tao PR A = 1,458 1,286 13 2,757
Mr. Paul Tao FaisttE - 1,605 1,286 13 2,904
Mr. Kong Mui Sum Lawrence ILRARTTE = 1,458 1,286 13 2,757
Mr. Yim Chun Leung BRI A - 1,458 1,286 13 2,757
- 6,715 6,310 52 13,077
Non-executive director FHTES
Mr. Chan Bernard Charnwut fRE B AL 120 = = = 120
120 - - - 120
Independent BYFHTES
non-executive directors
Mr. Wong Gary Ka Wai TRERE 180 - - - 180
Mr. Sun Leland Li Hsun BB E 120 = = = 120
Mr. Chan Norman Enrique fRae~ S 120 - - - 120
420 - - - 420
540 6,715 6,310 52 13,617
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32. DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (Contd)

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

32. EEREHREBAEME #)

(a)  Directors’ emoluments (Contd) (@) EZME (&)
Salaries,
allowance Share-based Contribution
and other payment to retirement
Fees henefit in kind* expense  henefit scheme Total
e DY)
R R HAth &S BikE
EEHS BYFIE MBI FTEIftR #st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET FERT FET
2007 —EELHF
Executive directors HITES
Mr. C.F. Tao BB LE - 2,038 884 101 3,023
Mr. Richard Tao PR SE & - 2,664 884 131 3,679
Mr. Paul Tao FREATE ST - 2,869 884 142 3,895
Mr. Kong Mui Sum Lawrence TLRRFR T = 2,665 884 131 3,680
Mr. Yim Chun Leung BRIRTZ A - 3,163 884 156 4,203
- 13,399 4,420 661 18,480
Non-executive director FHITES
Mr. Chan Bernard Charnwut PR B4 126 - = - 126
126 - - - 126
Independent BYFHITES
non-executive directors
Mr. Wong Gary Ka Wai FRELRE 189 - - - 189
Mr. Sun Leland Li Hsun R BN 126 = = = 126
Mr. Chan Norman Enrique PREE~T S 126 - - - 126
441 - - - 441
567 13,399 4,420 661 19,047
*  These amounts include gratuity and bonuses. * bR FEeEL MBS RIEAT o
There was no arrangement under which a director waived or TR - BBREMNEBEESHESRBNELM
agreed to waive any remuneration during the year (2006 : Nil). e ZHE (BT NE : &) o
36,000,000 share options (note 28) were granted to the directors FA - AQAEEEEIR36,000,0001 8% #E
of the Company during the year (2006 : 31,400,000). (P5E28) (ZZFZ /14 : 31,400,000) °
(b)  Senior management emoluments (h)y SHREEAEEMS
The five individuals whose emoluments were the highest in the AREEAEBRAAERTMALRIERS
Group for the year included five (2006: five) directors whose (ZEZTARF: A ESHME 20 LS
emoluments are reflected in the analysis presented above. i
During the year, no emoluments were paid by the Group to the FRN - NEFHERES I MERBES - AR
directors as an inducement to join or upon joining the Group, or as 3| H hnBA AR & B sk V5 A& hn BE AN & B Y A\ B A2 B
compensation for loss of office (2006 : Nil). SEBHE(ZTTNE  E) o
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For the year ended 31 December 2007
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33.

RELATED PARTY TRANSACTIONS

Notes to the Financial Statements (conta)

S EELNEAC )

Apart from those transactions and balances with related parties disclosed
elsewhere in the financial statements, the following transactions are

carried out with related parties :

33. BEALRS

BREATE SRR PR ER BRI A DT R 5 A SRR
S AREBEEREATETUATRS ¢

Group
AEE
2007 2006
Notes HK$’000 HK$'000
K et T T FAT
Acquisition of investment properties M 5 AW EE
from : REYE - (a)
— Ms. Tao Miriam —pERRte Lt (a)(i) 18,438 =
— Ms. Hon Hing Tong Patricia —BERZ+ (a)ii) 13,045 =
— Mr. Richard Tao —BxRWEE 13,062 -
~ Ms. Tao Yi Hou Mildred — PP L (a)(iii) 18,500 -
—Ms. Ong Ker Shing —FARzt (a)iv) 18,464 =
— Lakeside Consultants Limited — R ABRAT (a)v) 2,198 -
— Eastside Properties Limited —RAMEER AR (a)(vi) 2,346 -
— Lanick Group Limited — AR EBRAE] (a)(vii) 2,241 =
— Cosmopolitan Group Limited —tHRUEEEFR AT (a)(viii) 2,320 =
Landscaping and maintenance expenses A T BRI T A B AR L
to Suzhou New Heritage Trees & BRRAR ([ FHAER M
Landscaping Co., Ltd. (“SNHTL”") i) 2 E L RREFAL (b) - (43)
Motor vehicle expenses to HY Automotive S FFHY Automotive Holdings
Holdings Limited (“HY Automotive”) Limited([HY Automotive )
HREEA (c) = (16)
Rental expenses to Fontwell Fontwell Holdings Limited
Holdings Limited (“Fontwell”) ([ Fontwell 1) Y EX Y
iz (c) (992) (826)
Rental expense to Mr. Richard Tao R EWEAES X (d) - (292)
Rental income from Clark Hatch Fitness M B8R iEs
Centres (Shanghai) Limited BRAR( &)
(“Clark Hatch”) IERF & YR A (d) 742 731
Management fee income BEBRA (e) = 110
seppaman —szteas 101
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33. RELATED PARTY TRANSACTIONS (Contd)

(a)

On 17 October 2006, the Company and certain connected
parties of the Company, namely Ms. Tao Miriam,
Ms. Hon Hing Tong, Patricia, Mr. Richard Tao,
Ms. Tao Yi Hou Mildred, Ms. Ong Ker Shing, Eastside Properties
Limited, Cosmopolitan Group Limited, Lakeside Consultants
Limited and Lanick Group Limited (collectively known as the
“Vendors”) entered into a master transfer agreement, pursuant
to which the Company agreed to purchase 82 units of Suzhou
Garden Villa (collectively known as the “Properties”) from the
Vendors at a consideration of RMB87,975,000. The consideration
was determined with reference to the valuation of the properties
of RMB103,500,000 as at 31 August 2006, estimated by DTZ.
The completion of acquisition of the Properties is conditional upon
fulfilment of certain conditions by the Group and the Vendors on
or before 31 December 2007. During the year, the Group acquired
all of the Properties at total consideration of approximately
RMB91,542,000, including expenditure directly attributable to the
acquisition.

Pursuant to this master transfer agreement, the Vendors or any
parties directed by the Vendors agreed to subscribe for new shares
of the Company for not more than 90,017,210 ordinary shares
at HK$0.6405 each. The net proceeds from the subscription
after deducting related expenses will be used as the general
working capital of the Group. During the year, the Company
issued 90,017,210 ordinary shares at HK$0.01 each (note 27(c)).
Issue of shares on subscription were non-cash transactions for
settlement of the remaining balances due to the Vendors.

(i) Ms. Tao Miriam is the daughter of Mr. C.F. Tao.
(ii) Ms. Hon Hing Tong Patricia is the wife of Mr. Paul Tao.
(iii) ~ Ms. Tao Yi Hou Mildred is the niece of Mr. C.F. Tao.

(iv)  Ms. Ong Ker Shing is the daughter of Ms. Tao Yi Hou
Mildred.

(v) Mr. Richard Tao is a director and the beneficial owner of
this company.

(vi)  Mr. C.F. Tao’s wife is a director and the beneficial owner of
this company.

(vii)  Mr. Paul Tao is a director and the beneficial owner of this
company.

(viii)  Ms. Tao Miriam is a director and the beneficial owner of
this company.

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

33. MEALRF#)

(a)

“TERFTAT LR ARBRARFET
MEAL efEBAsLt BERZL
PRITRLE - BFELLE - EAIRZE - RA
MEFRRA  EARAMEEERQE - WA
FHAFRABD AN EEERAR (HHEN =
77 DRI —IBMEEEER T - B AR
AR E M E 77 38 B AN 87 3 5882 B8 7 (4878
[ZEWE])  RERARES?9750007T °
ZREDESRBEBRITERARAMEZSE
MER_ZZRENA=T—HOREAR
#103,500,000 T M EETE ° WHEZ ZE W KT
B AEAEERETR _ZTLF+_H
=+ — BARERE TIRIF®R - TARE -
FA - AEEAERE D ARIL,542,0007T
(BREEBEREEROWBRAEZEME -

BEBEZYMFEESEEL DR EHXERNES
IHEATREZFIR0.64058 TRE BB
90,017,210/% A~ B) %1 L i@AX - RIBFIB A
EFHENGERRA SR - SRERNEE—K
BEES - FA - AR RIRER0.01ETH
Belbroughton 2% 790,017,210 A% & 3@ I% (B 5
27(c)) - RRBREBITRAOBIEHRESR S U
ERERETOFEIRKIA

() FBRIERETREEHEENLRE -

(i) BERLTRBHELTENET -

(i) FRFEEL T RIEEREENER

(iv) EAMEEREFELLIOHLR -

v) BERTEERZAFNEEREREHS
Ao

vi) MBEREENZFRAZARNEERER
HEEA -

(i) MBHELERZAPNEEREREHS
A e

(i) FBRREIRZAREZTNERESR
A
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For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HLFE

33. RELATED PARTY TRANSACTIONS (Contd)

(b)

(c)

(e)

Mr. C.F. Tao and Mr. Paul Tao have beneficial interest in
SNHTL. The sale of the investment was based on the terms
mutually agreed between both parties in the ordinary course of
the business. The consideration was determined at the original
capital injection made by the Group. The charge on expenses
by this related company was in accordance with the terms of the
underlying agreements.

Mr. C.F. Tao, Mr. Richard Tao and Mr. Paul Tao have beneficial
interests in HY Automotive and Fontwell. The charges by these
related companies were in accordance with the terms of the
underlying agreements.

The rental expense to Mr. Richard Tao, and rental income
from Clark Hatch, in which Mr. Richard Tao and Mr. Paul Tao
are common directors and have beneficial interests in, were in
accordance with the terms of the underlying agreements.

On 9 October 2006, a subsidiary of the Company entered
into a total of 48 lease management agreements with certain
connected parties, namely Ms. Tao Miriam, Mr. Richard Tao,
Ms. Hon Hing Tong Patricia, Cosmopolitan Group Limited,
Eastside Properties Limited, Lakeside Consultants Limited and
Lanick Group Limited (collectively the “Connected Parties”) in
respect of the provision of services relating to lease management
of 48 units in Suzhou Garden Villa then owned by the Connected
Parties.

Key management personnel compensation
The directors are of the opinion that the key management

personnel were solely the executive directors of the Company,
details of whose emoluments are set out in note 32(a) above.

S EELNEAC )

33. BEALRF &)

(b)

(c)

(d)

(e)

PO S A PR L e e T S AR E AR AR (L 1
B EmiEnm o ZARE DIRERT XSS KR
EHGRFNEEREBRPEL - ZRETRK
AEBREEIANBREAETE - ZHEAF
THRRBAR B 15 O (R R ]

MR B R LE R BB ERHY
Automotive & Fontwell P B B 25 k28 - 2%
RiE A ) IR E AR RE s MO IR UK ER & A o

SN FRERTEENESR RARAES
(FRMTEEREHELERHRAES) WK
S WAL IZ IR W ORI

RZZEZRE+ANAR  ARAEHHER R
HETHEAL(BEMBGERLL  BRTE
£ BERLE  ERAMEEERAR R
MERRAR  HEAABRABTRANEE
BRRA]) (S BEAL T A 4817
HEETEZY - ARARAANBELANE R
HEEATRHA N4 EMNEEE R LA
TR ARTS

T2EBRASHH

EERR TREBEABEREAARMITE
= HENEFIEEN DRKEES2(@) ©
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For the year ended 31 December 2007
HE-_ZTLF+ A=+ RALFE

34. COMMITMENTS AND OPERATING LEASE 34, ARERKEHEZH
ARRANGEMENTS
(a)  Capital commitments () EXEE
(i)  Capital commitments in respect of properties held under () FEEEEBERIWENELSARE
development for the Group
Group
AEE
2007 2006
HK$’000 HK$'000
FHET FHBT
Contracted but not provided for B ARG 117,251 73,869
(ii)  Attributable share of associate’s capital commitments in (i) FEEBEATRKEYE BERSRE
respect of acquisition of property, plant and equipment 2B REIE 2 &0
Group
TEE
2007 2006
HK$’000 HK$'000
FTHET FHBT
Contracted but not provided for 2R 4 MR B 1,783 1,527
(iii)  Capital commitments in respect of setting up a company in (i) FRPBERKY—RDENEREE -

the PRC — Nanjing Shangming South Taiping Road Property
Development Co. Ltd. (“Shangming”)

On 10 July 2006, a subsidiary of the Company entered
into the share transfer and subscription agreement, the
shareholders’ agreement and the equity joint venture
agreement in order to establish an arrangement of
investment in a jointly-controlled entity incorporated
in PRC (“Joint Venture”) for the development project
located in Nanjing, the PRC. After the completion of the
arrangement, the Group will ultimately hold 21.6% of
equity interest in the Joint Venture. The contribution of the
Group to the registered capital of the Joint Venture will be
RMB21,600,000. The contribution must be paid within two
years from the date on which the business licence of the
Joint Venture issued.

On 20 October 2006, the Joint Venture, known as
Shangming, was set up. No capital had been contributed
by the Group up to 31 December 2007 (2006: Nil). The
directors of the Company will consider to discontinue
investing in Shangming as the conditions of the Joint
Venture have been changed. The directors of the Company
anticipate that this action will not cause any material
financial impact to the Group.

EREAATHREXREARLA
E:R)

RZZZRFLA+TH - KRR KK
BRRRI BRI B RS - KR
BEREBELEAR - AZERR KT
HeEhX((aEhE DMRER
BR-BARTEBRIER - KK
PHERR - ARBRREFARERE
21.6% A KD - AEEH G ERET
& A1 & # & A R # 21,600,000
T o HERARGEEREHHEER
SRE HEEETRE AL -

BECE(RRRAIR_ZTNETA
“+HEKY  cBE_ZEZELE+_A
=+—H1it  AEBEWEELEADE
(ZZTRE - &) - ANA EREAIR
MBELENE  AAREFEERILHE
AIRE - ARAERRY 58T e
HAREBEREMNEAHZE -
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For the year ended 31 December 2007
HE-_ZTLF+_A=+—RALFE

34. COMMITMENTS AND OPERATING LEASE
ARRANGEMENTS (contd)

(b)

Operating lease arrangements

(i)

(ii)

The Group had future aggregate minimum lease receipts
under non-cancellable operating leases which are
receivable as follows :

BTSRRI )

4. AERKEHEREE)

(b)

ReHERE

() AEEREBETAHEEEHERKERD
ARFEREEBEELT

Group

rEH
2007 2006
HK$’000 HK$'000
TFHE T T
Not later than one year THBE—F 10,209 5,159

Later than one year and not later

than five years —FEETHBBRF 6,192 9,604
16,401 14,763

The Group leases out its investment properties (note 14)
under operating lease arrangements which run for initial
periods of less than one year to three years or expire at
dates as mutually agreed between the Group and the
respective tenants, without an option to renew the lease
terms at the expiry date. The terms of the leases generally
also require the tenants to pay security deposits.

The Group had future aggregate minimum lease payments
under non-cancellable operating leases which are payable
as follows :

AEERBLEHELHFHHEREY
E(fHRE14) - MIHRBLR—FE=F
RSB AR X B BE B HE
o N E W B BT SR A -
HAOGR—BRTRERT X MRER

(i)  AEERRESATHBEEEHERSATH
ARFEEEEBLEELT

Group

rEH
2007 2006
HK$’000 HK$'000
TFE T T
Not later than one year TiBiE—F 2,153 1,646

Later than one year and not later

than five years —FEETHBBRF 2,145 1,313
4,298 2,959

The Group leases a number of properties under operating
lease arrangements which run for initial periods of two
years or expire at dates as mutually agreed between the
Group and the respective landlords, without an option to
renew the lease terms at the expiry date.

As at the year end, the Group had no contingent rentals receivable
or payable.

AEERBEEHELHFHESRY
¥ VP RPMESIRASEEERE
FHFE A BER - LENEREE
FHA R

FHERE - NGB0 AR PR R FE A SN

wepraran —zzrasy 10D
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For the year ended 31 December 2007
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35. FINANCIAL GUARANTEE CONTRACTS — COMPANY 35. MBEREHN—ADT
The Company provided corporate guarantees to certain banks for all ARRFHE T —EH B R AR ATE ERIFRITER K
unsecured bank loans and overdrafts granted to a subsidiary (note 25). B [AETRITRED BER(FIFE25) -
The carrying amount of the fair value of the financial guarantee contracts BIEE R e $305 (BN EARTBESR
recognised in the Company’s balance sheet in accordance with BRAERNPHBEREVNALEBENERETE  ©B
HKAS 39 (Amendment) was HK$7,179,000 as at 31 December 2007 —EE+F+_A=+—HA7,179,0008 (==
(2006 : HK$8,500,000). 784 8,500,000/ 7T) ©
36. CAPITAL MANAGEMENT POLICIES AND PROCEDURES 36. EXEEBEBRERER
The Group’s primary objectives when managing capital are to safeguard AREEEEEANTEEEZRREBAEE A HEK
the Group’s ability to continue as a going concern, so that it can & FE D N AR R IR O R R A A A 25 AR RE A
continue to provide returns for the shareholders and benefits for other KRS - EBEKRERKEETERERS - kA
stakeholders, by pricing properties commensurately with the level of risk AERKARHRERE -
and by securing access to finance at a reasonable cost.
The Group manages the capital structure and makes adjustments to it in AEBERBLERIEEH MIEEEENRRIEHEE
the light of changes in economic conditions and the risk characteristic of BAREEWIELRAE - BHFAABRERLERE A%
the underlying assets. In order to maintain or adjust the capital structure, B2 ARARERMZRENSEE « BITHR5 [
the Group may adjust the amount of dividends paid to shareholders, issue REGREEAR - (EHFNEBRERHEEENRD
new shares, return capital to shareholders, raise new debt financing or aE-
sell assets to reduce debts.
The Group monitors capital on the basis of the debt-to-adjusted capital AREFRFEEEREYSALRE AR REFERE K o 370
ratio. This ratio is calculated as set out in the table below. REFER TR
The debt-to-equity ratio at balance sheet date was as follows: REER  AEBERNEEESILENAT :
Group
rEH
2007 2006
HK$'000 HK$'000
FET FAT
Total debt weE 482,460 132,962
Add: Proposed dividend (note 10(i)) 0 BORRR S (A7EE106)) 11,283 7,135
Less: Cash and cash equivalents (note 31) B BeRReEEY (MiE31) (175,701) (132,120)
Net debt FaE 318,042 7,977
Total equity B 847,183 469,160
Less: Proposed dividend (note 10(i)) W BURRR S (K1EE10G)) (11,283) (7,135)
Adjusted capital 4R B N 835,900 462,025
Debt-to-equity ratio BEERLER 38% 2%
The increase in the debt-to-equity ratio during the year resulted primarily FRABEERLE AT EZREHRMBEYMEERIEA
from the increase in borrowings raised for the future and existing BIZINEERTE -
property development projects.
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For the year ended 31 December 2007
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37. FINANCIAL RISK MANAGEMENT POLICIES AND

S EELNEAC )

OBJECTIVES

The Group’s financial assets include accounts receivable, deposits,
other receivables and cash and bank balances (including pledged bank
deposits). The Group’s financial liabilities include accounts and other
payables, deposits received, borrowings and convertible notes.

The Group does not have written risk management policies and
guidelines. However, the board of directors meets periodically to analyse
and formulate strategies to manage the Group’s exposure to market risk,
including changes in interest rates and currency exchange rates.

The Group is not actively engaged in the trading of financial assets
for speculative purposes. The most significant financial risks to which
the Group is exposed are described below. See also note 37(f) for a
summary of financial assets and liabilities by category.

(@)  Currency risk

The Group reports its results in Hong Kong dollars. The Group’s
primary foreign currency exposure arises from its property
development and investment activities in the PRC. The functional
currency of these operations is Renminbi and most of the financial
instruments are denominated in Reminbi. The Group’s exposure
to credit risk is minimal.

(b) Interest rate risk

The Group’s exposure to interest rate risk for changes in interest
rates relates primarily to the Group’s floating interest rates
borrowings. The Group does not actively engaged in derivative
financial instruments to hedge its interest rate risk.

The following table details the interest rate profile of the Group’s
and the Company’s borrowings at the balance sheet date.

1. BBEREENBREBE

AEENSREERERIIRT - 2 - EtEYGK
ANERE RRITHESR(BEEEIPRITHER) - A%
B A ERERMNRR R EMENTE Bl
& BERABERRE -

7 45 3 4 X 0 LR B IR IR 93] o AT -
EEGTHERGH - SN RACHEEASEARE
AENMBER - BEHERELED -

AEELEEBREARBSEENEREERS -
AEEMHSHNRE2SBEREINNT - BRETHE
HE R B ERIERSIREE R IR A 2 B R RE37(f) ©

(a) SERB

AREFMZEENETES - AEBHERIME
IR A AR BN EERRREED - %
EXBNNREER/ARE - MAOERT
ATAARETIE - REBEAZHNEERR+

DEEH o
() F=mEp
AR B E R B i A S AR R E R E B EA

KENEESEERMR - ARE L EERERDT
S BT B LA AR

TRFAMHBAEBRARRAREH B FRE
ERMEaBR -

Group Company
pin- | NG
2007 2006 2007 2006
Effective Effective Effective Effective
interest interest interest interest
rate HK$'000 rate HK$000 rate HK$'000 rate HK$000
kS TR EES TiEn  BBAE Thx BRI THT
Fixed rate borrowings: EEF%EE :
Loans from minority shareholders ~ LEREEH 6.75% 83,984 = = = = = =
Convertible notes EREE 6.28% 71,482 - - 6.28% 71,482 - -
155,466 - 71,482 -
Variable rate borrowings: BEFIRREE -
Bank overdrafts RAEY 6.50% - 7.00% 14811 3.30%-8.25% 15,327 - - - -
Bank loans BTER 4.29% - 1.25% 188,627  5.25%-7.00% 30,000 - - - -
Loan from minority shareholders DYRRED 6.75% 2,222 = = - - = =
QOther loan HipEH 6.48% - 6.57% 9,630 - - - - - -
215,290 45,327 - -
Total borrowings et 370,756 45327 71,482 -
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37. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (contd)

(b)

(c)

Interest rate risk (Cont'd)

At 31 December 2007, it is estimated that a general increase/
decrease of 100 basis points in interest rates, with all
other variables held constant, would decrease/increase the
Group’s profit after tax and retained profits by approximately
HK$1,658,000 (2006 : HK$374,000).

The sensitivity analysis above has been determined assuming
that the change in interest rates had occurred at the balance
sheet date and had been applied to the exposure to interest rate
risk for financial instruments in existence for the whole year. The
100 basis points increase or decrease represents management’s
assessment of reasonably possible change in interest rates over
the period until the next annual balance sheet date. The same
basis of analysis also performed at 31 December 2006.

Credit risk

The Group’s credit risk is primarily attributable to accounts and
other receivables and bank deposits. The Group’s exposures to
these credit risks are monitored on an ongoing basis.

The Group continuously monitors defaults of customers and other
counterparties, identifies either individually or by group, and
incorporates this information into its credit risk controls. Where
available at reasonable cost, external reports on customers and
other counterparties are obtained and used.

None of the Group'’s financial assets are secured by collateral or
other credit enhancements.

In respect of accounts and other receivables, the Group is not
exposed to any significant credit risk exposure to any single
counterparty or any group of counterparties having similar
characteristics. The credit risk for liquid funds is considered
minimal, since the counterparties are reputable banks with high
quality of external credit ratings.

In respect of financial guarantee contracts, the fair value of which
carried in the balance sheet of the Company is HK$7,179,000
(2006: HK$8,500,000), the Company is exposed to credit risk for
maximum amount of HK$120,811,000 (2006: HK$110,280,000).

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

MREREENEERER®)

(b)

(c)

FRER (%)

R-ZELE+-A=+—H REREMLEZS
RIFTEE - fhET BT ?Lﬂ/TEﬁlOOﬂ%
Bemd ENARERBEETIRRER
F1491,658,0007% 7t ( ZZZ /54 ¢ 374,000/
) ©

ERBERES T IERRANEZHENEE B
BAE - B AZFEENSRITAT iﬂk
MEE < sk 100ERM BEREL T
—FEAEH ZAHRREN RN SRR e
5t - BEDMTTEAR_ZTRFE+_H
=t—Hz&iE-

FERE

AEERERERRE KB RKRFR R EmE
WORTR A BERTTEAR © 7R SR B4 A B 13 EL P
ZHEERR -

AREBEPEEZERNRFARES REMR
EIER BN - WINMEERR I%\Jﬂh%fb%ﬁ
£ WRASE  AEESERENAERE
FREMRZSTTHIIMNERE

AEEMSRE EGE AN B RN R L E
BRI -

A FE AR BR AR B B At WFROR - AR SR I AT
A EAAE B R 5 AP IMER E 52 5 77 AT
MHEBUNR 57T - BRAEENR 575185
EERFMIMNMEEFRSHIRT - EIEH
uw%béééﬂ’lﬁf% B AR E+ DB o

RV BEREYN  ARAREEABRZ
AR BERT,179,000E T (ZEENF :
8,500,000/ 70) * A AR EHENEERK 2
BS54 % A120,811,000/8 7T ( —TZ/NE ¢
110,280,000/ 7T) °
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For the year ended 31 December 2007
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(d)

BTSRRI )

37. FINANCIAL RISK MANAGEMENT POLICIES AND 37. BERBREENBREBEEZ®E)
OBJECTIVES (Contd)
Liquidity risk (d) REESERE
The Group’s objective is to maintain a balance between continuity REER B EREBFARITREMEELESE
of funding and flexibility through the use of bank and other S BN TNE Y 2 AR A o o - A&
borrowings. In addition, banking facilities have been put in place BiEERITEERUENRREER -
for contingency purposes.
The maturity profile of the Group's and the Company’s financial REER  AEERARARIZERAEDHE
liabilities as at balance sheet date, based on the contracted AT (ERE TR R
undiscounted payments, is as follow:
Group Company
558 LI
Total Total
contractual 6t contractual 6t
Carrying  undiscounted Lessthan ~ less than Carrying  undiscounted Lessthan ~ less than Not
amount  cashflow  Ondemand  Gmonths  12months 1to5years amount  cashflow  Ondemand  Gmonths  12months 1to5years determinable
ARNFITR ~ERE AR EES
HE RERBLE RER  OHWAER SWTER -FERF HEE ReRRLE RER OWAER SWTER -5ERE FURL
HKS000  HKS000  HK$000  HKSO00  HKS000  HKS'000  HKS000  HKS000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000
TER TR T#RT TERL TERL TERL TERL TEL TER TERL TR T#R TERL
Year 2007 2007
Accounts payable [EFEST 31,081 31,081 31,081 - - - - - - - - - -
Deposisreceiedand  BMESRER
ather payables FERfZUR 21,741 21,741 2,741 - - - 3 3 3 - = = =
Borrowings [&& 2992714 339,799 14811 99,643 8463 216,882 - - - - - - -
Convertible notes TERZE 71,482 92,969 - 1875 1875 89,219 71,482 92,969 - 1875 1875 89,219 -
Financial guaranteg GRERAY
contracts - - - - - - 1179 1179 - - - - 1,179
423,584 48559 67,639 101,518 10338 306,101 7869 100,179 3 1,875 1875 89,219 7,179
Group Company
158 LY
Total Total
contractual [0 contractual 6t
Carmying  undiscounted Less than less than Carrying  undiscounted Less than less than Not
amount  cashfow Ondemand ~ 6months  12months  1to5years amount  cashfow Ondemand ~ Gmonths  12months  1to5years determinable
LS NMERE AOFTR ~MERE
FHE Rensts BEX JINER ORMTZER —FFRf G ReReLE BB ORNER SRNTER —§ERF WAL
HK$000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKFOOD  HKS000  HKS000  HKFOOO  HKS000  HK$O000
TEL ThL AL AL AL AL AL AL AL THL ThL AL AL
Year 2006 065
Accounts payable ERE 15,960 15,960 15,960 - - - - - - - - - -
Depostsreceiedand  BMESRER
ofher payables g 195559 195559 19559 - - - 2 kY KYJ - - - -
Borrowings e $H321 8021 15,327 10900 600 21,200 - - - - - - -
Financial guaranteg GRERAY
contracts - - - - - - 8500 8500 - - - - 8500
80,846 83,546 50,846 10900 600 21,200 8,532 8,532 2 - - - 8,500
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Notes to the Financial Statements (cont'a)

IR zR M= )

37. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (contd)

(e)

()

For the year ended 31 December 2007
HE-_ZZLF+_A=1+—HULFE

37. BIEREENBEERBE#E)

Fair value (e) 2AAREE
The fair values of convertible notes are determined in accordance AR EIRA AL BEIIBEAREBER
with generally accepted pricing models based on discounted cash RRERZ A BRMISER S ERRFEIT
flow analysis using prices or rates from observable current market R REDMMETE °
transactions as input.
Some of the Group’s financial instruments are measured at fair AEFHEMERMT AN AL BEEALRDER
values. Fair value estimates are made at a specific point in time BAER c ARBEERNEEREEEEM@AST
and are based on relevant market information. These estimates HERMEL GET - ZEMETBEEME K
are subjective by nature, involve uncertainties and matters of TEHBARZE R BEEAHEANSEE @ BikIr+T
significant judgement and therefore cannot be determined with BT - BRIEGNRE YA EE
precision. Changes in assumptions could significantly affect the N7
estimates.
Summary of financial assets and liabilities by category () REFIRERMEEREBEHE
The carrying amounts of the Group’s financial assets and liabilities REZHRRNAEEeREERABEREE
as recognised at balance sheet dates may be categorised as AESMT - FESRIT AN BENFEER
follows. See notes 3(I) and 3(q) for explanations about how the T2 B2 B3(q)HIRRER ©
classification of financial instruments affects their subsequent
measurement.
Group Company
REE NG|
2007 2006 2007 2006
HK$’000 HK$'000 HK$’000 HK$'000
TFHET FAT T T T
Financial assets SREE
Loans and receivables: ER R EUERK
Accounts receivable FEUSAR R 514 = = -
Deposits paid and other BfiEe REM
receivables JEUERIE 193,841 4,818 - -
Cash and bank balances e RIRTTHEER 237,131 155,248 15,880 22,013
431,486 160,066 15,880 22,013
Financial liabilities =i
Financial liabilities measured at RIS R AT E R
amortised cost: SRIAE
Accounts payable FEATRRSR 31,081 15,960 = =
Deposits received and other BiiRE REA
payables FERTTRIR 21,747 19,559 31 32
Borrowings ==} 299,274 45,327 - -
Convertible notes EIEAE S 71,482 = 71,482 =
423,584 80,846 71,513 32
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Consolidated Income Statement

Group Financial Summary

SEMBHE

mEWER

For the year ended 31 December

BEt-A=1tT—HILFE

2007 2006 2005 2004 2003
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FExT FHET FHT T FAT
(restated)
(&&E5)
Revenue A 184,560 207,957 149,089 197,710 68,121
Profit from operations BT 53,285 107,076 80,199 49,270 21,968
Finance costs BhE R AN (12,975) (5,180) (3,219) — (2,565)
Share of results of associates JE(REEE A RIEE 21,417 19,147 8,018 = =
Profit before taxation R A 2 A 61,727 121,043 84,998 49,270 19,403
Taxation fRIg (16,162) (43,893) (26,086) (16,195) (46)
Profit for the year FERA| 45,565 77,150 58,912 33,075 19,357
Profit attributable to equity ARRIERIFE A
holders of the Company FEI 2T 36,115 73,316 55,934 31,389 18,470
Consolidated Balance Sheet REEESER
As at 31 December
W+=-—B=+—8H
2007 2006 2005 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FAT FAT FHET FHT
(restated)
($2=5))
Non-current assets IERBNEE 479,742 332,607 248,987 90,726 100,657
Current assets RENEE 849,901 269,515 243,248 115,896 162,578
Current liabilities REAE (194,848) (86,180) (122,038) (115,472) (204,859)
Non-current liabilities ERBEE (287,612) (46,782) (30,012) (89,251) (89,251)
Net assets/(liabilities) BEE/(AfE) 847,183 469,160 340,185 1,899 (30,875)
seepsman —zereeg 111



List of Principal Properties

Investment Properties

REWF
Interest
attributable
Properties to the Group
LE S SEAThERE
The shopping arcade, 86%

Phase |, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Fp BT AR R T T 8 L B985
IRESLE — B YIRS

All shops on Level 1 at Zone A, 86%
Phase 5, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Fp BT #K & gk N T 977 [ 280 LU BR O] SR
SREE R BAERTA M

Shops on Levels 1, 2, 3, Block 11 and 86%
the basement, Suzhou Garden Court,

1333 Bin He Road,

New District, Suzhou,

Jiangsu Province,

the PRC

FR BT B &R N TR [R 7B R B8 133355
IREBRAFIIE—E . 18 =2

% B R E

Flats 1A and 1B on Level 1 of 86%
Jin Xiu Tower and Flat 1B on

Level 1 of Jin Hua Tower,

Phase 1, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

rh BT K & gk N T 977 [ 280 L1 BR O] SIR
BEHE—H - BHEEBIARIBER
IREE —IZIBE

Approximate
Total Gross
Floor Area
(sq.m.)
BEREEBEN
(FH¥)

9,500

1,523

4,440.12 (plus
basement of
approximately
438.22 sq.m.)
4,440.12 ( 5 hnth &
#)438.22F 75K)

330

Type

5l

Commercial

GES

Commercial

EES

Commercial

EES

Residential
F=

Lease Term

HH

70 years from

19 October 1992 to

18 October 2062
B—ANZF+A+IBE

R TF

70 years from

19 October 1992 to

18 October 2062
H—ANZFTAT+IBZE
ZERZF+ATNR
REETE

70 years from

16 January 1995 to

15 January 2065
m—ANEE—A+ARE
—ERAF-A+TAHA
R TF

70 years from
19 October 1992 to
18 October 2062

H—ANL=F+A+TABEE
—“EX-F+A+NAA

RHE+EF
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Investment Properties (Contd)

REV= &)
Interest
attributable
Properties to the Group
L/ES SEFibRERE
Flat 1A on Level 1 of Jin Sing Tower 86%

and Flat 1A on Level 1 of Jin Guo Tower,
Phase 2, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Hp BT &R & k)N T %7 [ 240 L1 BR O8SE
SREEIDE —HIREE IR AT R
REE—IE1AE

Whole Level 2 to Level 12 and Level 15 86%
to Level 20 (68 residential flats) of

Jin Sing Tower,

Phase 2, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

rh BT &R & gk T 397 [ 240 L1 BR O] SR
SREIDE —HiREE B E T
THEZTE(ZE)

68{E{FEEN

Flat 6A on level 6, 86%
Flat 11A on Level 11,

Flats 12A and 12C on Level 12,

Flat 16A on Level 16,

Flat 17A on Level 17,

Flat 18A on Level 18 and

Flat 19A on Level 19 of Jin Guo Tower,
Phase 2, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Fp BT #R7& #R ) T T = 280 L PR O85R
SREESD 25 — HASREIIE /SIE6AE
+—1811AE « + —#812AK12CE -
TRELEAE « T HIEI7AE

T+ NE1I8AK T NIEIAE

Approximate
Total Gross
Floor Area
(sq.m.)
BEEEELD
(F7K)

256

11,118

1,347

List of Principal Properties

Type Lease Term
Wl HH
Residential 70 years from

F=£ 19 October 1992 to
18 October 2062
B—Ah=F+A+NLBEE
ZEARZFHA+TNAR
Bt +F

Residential 70 years from

F= 19 October 1992 to
18 October 2062
B—hAhA=ZF+ATNBZE
ZTRZFTATNE
AEETF

Residential 70 years from

F=E 19 October 1992 to

18 October 2062
B—AN=F+A+NBZE
ZERZFTATNB
AEETF
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List of Principal Properties

Investment Properties (Cont'd)

REWME %)
Interest
attributable
Properties to the Group
L/ SEEAERER
Flats 1B, 1D, 1E and 1F on Level 1 86%
and Flats 2A and 2B on Level 2 of
Jin An Tower,

Flats 1B, 1D, 1E and 1F on Level 1,
Flats 2A and 2B on Level 2 and

Flat 4A on Level 4 of

Jin Bon Tower,

Phase 3, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Fp BT &k & AR )N T 8T [@ 280 LU BR 085k
IRIFEILE = MR LIE—1E1B - 1D * 1E
RIFE - Z#82AK2BE @ R BE—12
1B+ 1D IERIFE « —#2AN2BE
KPOEAAE

Flats 17B and 17D on Level 17 and 86%
Flats 19A, 19B, 19C, 19D on Level 19
of Jin Bon Tower,

Phase 3, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Fp BT k& k)N TR (R 280 LU BR O8Ik
IRFEILE —HAIR AT HIE17TB R
17DE * +/14#£19A ~ 19B * 19CK
19DE

Villa J101 and Flat 1A on Level 1 of 86%
Jin Hua Tower,

Phase 1, Suzhou Garden Villa,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province,

the PRC

Hp BT 8k & k)N T (R 80 LU BR OS85k

REHNE —HIREREBIAZR

J101RIE

Approximate
Total Gross
Floor Area
(sq.m.)
BEEmMBEN
(FF73K)
2,120.27

1,078.38

269

Type

el

Residential
=

Residential
F=E

Residential
F=E

Lease Term

B

70 years to expire on
18 October 2061

ZER—FTATN\BEHRF -
RETEF

70 years to expire on
18 October 2061

ZER—FTAT\BE® -
REETF

70 years from

19 October 1992 to

18 October 2062
B—NANZF+A+IBEE
—TRZFTATNAB
REETF
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*

Investment Properties (Contd)

REV= &)
Interest
attributable
Properties to the Group
L/ES SEFibRERE
Beijing Landmark Towers, 30.05%*

8 East 3rd Ring North Road,
Chaoyang District, Beijing,

the PRC
o Bl3E R T ARG R R = IR AL RS SR
tREHAAE

Group under “Interest in associates” in note 16 to the financial statement

Approximate
Total Gross
Floor Area
(sq.m.)
BEEEELD
(F7K)

15,504

50,768

22,663

15,504

25,705

*

List of Principal Properties

Type

k<Yl

Hotel
BE
Office

NES

Shops
Gl

Service
Apartments

RBARE

Basements

b

BB IRA M L6 B A B R s

Lease Term

HH

The land use right of the
property have been vested to
Beijing Landmark Towers Co.,
Ltd. by allocation for a term
from 30 January 1986 to

7 October 2020

ERZE L mabah ik Aukicefi
FRAKETFIUARZHEARERR
AR FHA-ANARFE—A
=tRRE_E_TF+ A
+BEwm

Il
ki
\
%‘?
>
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List of Principal Properties

2. Properties held under development

BRPY=E
Approximately
Approximately Total Gross Estimated
Interest attributable  Total Site Area Floor Area Date of
Properties to the Group (sq.m.) (sq.m.) Type Completion Progress
L/ES SEFThER HihBEELN HEEEEN 5l fHEHE T B ERAMR
(EFK) (EHK)
Wuzhong Garden Court 54% 41,579 61,484 Residential/ Phase | Completed
situated at south side of Commercial November 2007
Nanxijiang Road
and east side of Phase Il Under
Mingxi Road, October 2008 construction
Wuzhong District,
Suzhou,
Jiangsu Province,
the PRC
sR4E 50 BV SES B®RT
AR BT &R E FM T Tt 1R
R & RO B A R
AR R SR A FH fee
—TT/\F+H
Taihu Garden Court 55% 131,445 92,037 Residential Phase | Planning
to be situated at End of 2008 in progress
Ling Tang Road North,
West of Mu Guang Canal, Phase II Planning
Guangfu Town, 2009 in progress
Wuzhong District, Suzhou,
Jiangsu Province,
the PRC
B2 (ER) T=x £—H £24
HERLPA R BT B BN T —ZZT)\FK
R FEARHE
EGEFEACA - F=H Si|F
NS E R A Al ZTTNEF
Office tower and 100% 14,592 58,368 Commercial/ 2010 Planning
retail arcade Office in progress
to be situated at
Ta Yun Road West,
Yue Lai Xi East,
Wuzhong Development Area,
Suzhou,
Jiangsu Province,
the PRC
MRAERERTERS GEY4 —TFTF £&|F
AL PA P BT B BN T NS
R @R -
AR R
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wEERER A A
New Heritage Holdings Ltd.

(AESHEEMEL ZERDR)
(Incorporated in the Cayman Islands with limited liability)

B IR X %5 HKEX Stock Code: 95

BBEFETITAT7-795E L EEAE231E2301E

Room 2301, 23/F, Fortis Bank Tower, 77-79 Gloucester Road,
Wanchai, Hong Kong

E &5 Tel.: (852) 2520 1620

{EE Fax.: (852) 2865 6506

Ak Website: www.nh-holdings.com

Z #B Email: enquiry@nh-holdings.com



	Cover
	Contents
	Corporate Information
	Chairman’s Statement
	Management Discussion & Analysis
	Biographical Details of Directors and Senior Management
	Directors’ Report
	Corporate Governance Report
	Independent Auditors’ Report
	Consolidated Income Statement
	Consolidated Balance Sheet
	Balance Sheet
	Consolidated Cash Flow Statement
	Consolidated Statement of Changes in Equity
	Notes to the Financial Statements
	Group Financial Summary
	List of Principal Properties
	Back Cover

